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ing requirements. 


Why do so many of gas heating experts, year after year, pick Barber 
Conversion Burners for their customers. Because, in actual service, Barber 
really delivers the goods! Barber has never sold on fancy frills, tricky 
engineering, or dolled-up design. It's what goes on inside the furnace that 
interests Barber—and interests its users. The patented Barber impinged 
jet, the vacuum pre-mixture principle, and the intense, direct scrubbing 
flame application to heating surfaces—these fundamental Barber concepts 
are still unequaled in the history of conversion burner design. 


Barber has adopted every detail of advanced combustion engineering, 
when proved in service, and not before. Barber has been conservative, yes 
—but also safe and sound, and has thereby won and kept the approval of 
eminent gas authorities and foremost utilities. We value this approval. We 
pledge our best efforts to keep Barber at the TOP among all gas conversion 
burners. 


For ease of installation, TOP performance, and sheer heating efficiency 
—BARBER is the grand-daddy of them all! 


Barber is the pioneer specialist in the de- 
sign and development of every type of 
burner unit for ail gas appliances, and 
freely offers its engineering facilities for 
your use. Ask for complete Catalog show- 
ing all Barber products. 





THE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohio 





BARBER BURNERS 


For Warm Air Furnaces, Steam and Hot Water Boilers and Other Appliances 
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Latest design Barber 324-B 
round Conversion Burner with 
improved controls, encased 
in streamlined hood. Tested 
and certified by AGA Lab- 
oratory under new 1949 list- 
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TRANSFORMER FIRES 
PUT OUT BY MULSIFYRE . . . FAST 





@ When an oil fire breaks out in transformers 
protected by a Mulsifyre system, a battery of 
spray projectors puts out the fire... fast. Auto- 
matic, heat-actuated release devices assure quick 
operation. Extinguishment occurs within a few 
seconds after the emulsion-forming spray 
strikes the burning oil surface. 

Mulsifyre projectors are approved by Under- 
writers’ Laboratories, Inc. for extinguishing 
fires in flammable oils immiscible with water, 
wherever such oil is a fire hazard. There is no 
conductivity along the discharge of a Mulsifyre 
projector when the spray strikes conductors 
carrying high voltages. 

Mulsifyre systems have proven their effec- 
tiveness during fifteen years of extinguishing 
transformer fires. Today they protect hundreds 
of installations all over the world. 











FIRE 


PROTECTION 





@ Mulsifyre high-velocity projectors produce 
drops large enough and drive them fast enough 
to penetrate the flames without complete vapor- 
ization in flight, but limit their velocity so the 
surface of the burning liquid is agitated into an 
emulsion instead of passing through the oil 
without fire-extinguishing effect. After a period 
of time, the emulsion breaks down, oil and 
water separate, and the oil can be reclaimed. 
For detailed information on Mulsifyre Systems 
write to: Grinnell Co., Inc., Providence, R. I. 
Branch offices in principal cities, 


GRINNELL | 





SYSTEMS 
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1 to 30,000 


Distribution of operating company equities to owners of 
utility holding company stocks creates many new. prob- 
lems. Instead of a single common stockholder the 
operating company finds itself with many thousands, 
necessitating additional personnel to handle dividends, 
reports and proxies for regular or special meetings. 


Many of these problems can become routine 
with the help of our experienced organization. 


W hy not write today for a copy of our leaflet 
“W hat we do—How we do it.” 


GEORGESON & CO. 


Specialists in Stockholder Relations 
52 Wall Street, New York 5, N. Y. 
Telephone HAnover 2-1470 


Boston - Philadelphia - Chicago - Los Angeles - San Francisco 
Representatives in all Principal Cities 










































—and Other Utility Uses 


Uniform + Strong - Long-Lived - Economical 
Sunstrand Wire Rope is made on the 
== most modern wire rope machines in use 
today. All types and sizes are available 
including 1 x 7 construction galvanized 
steel strand made to ASTM specifications. 


Write today for our price list and com- 
plete information on Sunstrand Wire 
Rope for utility uses. 


SUNBURY WIRE ROPE 


MANUFACTURING COMPANY 
880 South Second Street, Sunbury, Pa. 
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poo would. you think of a grown 
man who sat up all night, night 
after night, splitting hairs and cooking 
them? Without any further enlighten- 
ment a snap answer to such a question 
would be “a crackpot.” 


THAT is what somebody called Thomas 
Alva Edison seventy years ago when he 
conducted and held experiments with 
hairs and fibers and other filaments—in 
an attempt to capture a light in a bottle. 
It seemed about as sensible to some people 
as small children trying to catch light in 
a bottle by imprisoning fireflies. 


THE frontispiece in this issue, taken 
from Puck magazine, is a commentary on 
the contemporaneous critical view of Edi- 
son and his electric light. He was lumped 
with the Civil War heroes who had 
turned to politics or had otherwise be- 
come tiresome through repetition. He was 
lumped with the goldbugs, greenbacks, 
and suffragettes, and with radical agita- 
tors who had wearied the patience—ac- 
cording to the Puck cartoon—of the 
American public with their didoes and 
diatribes and with their hurrahs and 
harangues. It was suggested that they all 
be taken out on the public dump and left 
there. 





CARROLL B. HUNTRESS 
OCT. 13, 1949 











ONE is tempted to speculate on what 
would have happened if Edison had been 
thin-skinned enough, in the face of such 
unthinking criticism, to abandon his ex- 
periments. Or suppose all the rest of his 
contemporaries took a similarly critical 
view and refused to invest or interest 
themselves in the “crackpot” idea of the 
electric light. Such an assumption, of 
course, is repugnant to our American 
traditional spirit of adventure. 


B" had we as a nation been so minded 
we might still be back in the dark 
days of kerosene lamps—an agricultural 
nation with a relatively primitive society 
comparable to some of the Near East and 
Balkan nations of today. 


EpisoN was probably the last of the 
great empiricists in the realm of scien- 
tific research. Today, invention and dis- 
covery have moved into the field of high- 
er mathematics, nuclear theory, and so 
forth. They have become refined and spe- 
cialized to a point which would probably 
irritate the versatile Edison, who liked to 
have the whole world of invention for his 
playground—and had it, successfully. 


In this issue DonALp T. Burke, of 
our editorial staff, has given us, in feature 
article form, a sort of vignette review of 
Edison’s electric light in 1879 and in 
1949. 


oe * oa * 


HE word “propaganda” means dif- 

ferent things to different people. As 
loosely used, in the rough-and-tumble 
argument of political campaigns, the im- 
plication is that “propaganda” is a form 
of studied deception, if not downright 
lying. From a more disinterested point 
of view, “propaganda” becomes a form 
of special pleading, not necessarily un- 
true or deceptive, but merely slanted 
towards a certain objective—something 
like a lawyer’s argument in court. Still 
another conception of “propaganda,” not 
often entertained in this country, but 
common in some foreign countries and 
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FOR SAFETY'S SAKE 
"SL" INTERRUPTER SWITCHES 





The Delta-Star “‘SL’’ Inter- 
rupter Switch is a thoroughly 
tested and proved devise which 
serves the dual purpose of in- 
terrupter and disconnecting 
switch. Opening under load is 
accomplished without danger 
to operator or equipment. 


There are numerous applications in system op- 
eration for disconnecting switches capable of 
safely opening high-voltage currents under mod- 
Indoor Type “SL” Interrupter and transfer crate load. Among these applications are (1) 
selector switch 5000 volt 400-amp, contin- disconnecting of individual transformers from 
vous, 400-amp interrupting capacity. primary feeders (2) sectionalizing loop circuits 
(3) isolating capacitors (4) interrupting exciter 
current of voltage regulators (5) for fault pro- 













SEQUENCE OF OPERATION 


switch party open. Current path tection when used with power fuses. 

tract: . . . ° 
switch bade closed. en » the sunny Wate — Load interruption is accomplished by means 
thru contact, switc! ing blade 


of a quick-break blade action as shown in 


we figures 1 to 4. This action rapidly elongates and 





ing Actuated draws the arc toward the base of, and within a 
aves Oo confining chute. The lining of this chute when 
heated generates gases favorable to arc ex- 

tifction. 
The “SL” Interrupter Switch can be supplied 
Manually Operated in single-pole, two-pole and three-pole units for 


ee newer ane ee 100k -stick or remote control. It is also available 
ches. 
Ree eee switch telly open Are 18 Que 


as a complete unit for mounting directly on 
Suatch partly open. Auxhary Dade OD creut mterunt ccnmiieenaiia Metal enclosures pho o ne 
(C) and retracting aac : . ; r ‘ 
part, Sng itn we is Available in voltage ratings 5, 7.5 and 15 kv, 
oom side chute. 


at interrupter ratings of 400, 200 and 100 
amperes respectively. Continuous ratings can 
be in excess of interrupter ratings because main 


disconnect is independent of interrupter unit. 





FOR COMPLETE LISTING AND DESCRIPTION 
ASK FOR OUR PUBLICATION 4612 


yT i A ARAB LIL 
DELTA-SEAR cour 
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W. F. STANLEY 


ecclesiastical circles, is that “propaganda” 
consists of actually “spreading the 
truth.” 


WirtH such conflict and misunder- 
standing about a single word, it is in- 
escapable that it should breed arguments 
at cross-purposes. The confusion be- 
comes “worse confounded” when propa- 
ganda techniques, o-ginially devised and 
used for war morale purposes, are trans- 
ferred to the service of controversial 
political issues. 


THE opening article in this issue deals 
bluntly with this matter of switching 
wartime techniques (for influencing the 
opinions and viewpoints of the Ameri- 
can people) to the function of promoting 
purely political policy. Carrot, B. 
Huntress, chairman of the National St. 
Lawrence Project Conference, was born 
virtually on the banks of the St. Law- 
rence—at Ogdensburg, New York, in 
1885. He attended Williams College in 
Massachusetts, and Harvard University. 
Then he turned to journalism, becoming 
editor at La Porte, Indiana. From jour- 
nalism Mr. HuntREss went into the coal 
business via a tour of duty as Washing- 
ton representative for security and coal 
interests. He was executive secretary of 
the National Coal Association from 1930 
to 1933, and director of Appalachian 
Coals, Inc.—an outlet for 269 bituminous 
coals mines—from ..1933 to 1936, and 
president and vice president of Republic 
Coal & Coke Company. 
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F. STANLEY, whose article on 

e financing “as you go” begins on 

page 474, is vice president and secretary 
of Southwestern Public Service Com- 
pany of Dallas, Texas. Born in Brooklyn 
in 1899, Mr. STANLEY spent over 
twenty-five years on financial corporate 
accounting and Federal tax and legal 
matters. He was formerly associated 
with Loeb & Ames, Inc., public utility 
engineers, and in 1939 became secretary 
and treasurer of General Public Utilities, 
Inc., predecessor to his present organiza- 
tion, which came into existence in 1942. 


* * * * * 


om the important decisions pre- 
printed from Public Utilities Re- 
ports in the back of this number, may be 
found the following: 


Tue Oregon commissioner considers 
whether an electric company, reducing 
rates in one of its service areas to meet 
local competition, may increase rates in 
other service areas. (See page 1.) 


THE conditions under which a sub- 
sidiary coal company may be retained 
in a holding company system are dis- 
cussed by the Securities and Exchange 
Commission. (See page 6.) 


Tue New York commission discusses 
the purchase price of electric distribu- 
tion lines which would have a greater 
value to a company which would render 
poor or mediocre service than to a com- 
pany rendering a higher standard of serv- 
ice, where the proposed purchaser is 
likely to make speedy retirement of much 
of the property. (See page 20.) 


AN electric utility was authorized by 
the Michigan commission to liberalize 
its extension policy within established 
boundaries where it was almost impos- 
sible to add additional street lights to 
existing installations at costs less than 
four times the estimated annual revenue. 
(See page 31.) 


THE next number of this magazine 
will be out October 27th. 


+i 
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complete problem and answer 
calculated and printed on the tape! 


One quick glance at the printed tape . . . that’s 
all you need to check accuracy on the Reming- 
ton Rand automatic Printing Calculator. 

For checking invoices, figuring payrolls, or 
any other problem, the tape proves you're right 
—right away. There’s no rerunning...no squint- 
ing at dials . . . no copying answers. And you 
have a permanent record for reference at any 
time. 

What's more you get your answers in a jiffy. 
The Printing Calculator speeds through your 
multiplication and division—your adding- 
listing and subtracting — in one continuous, 
time-saving operation. And the finger-fitted, 


10-key touch control keyboard is so easy to 
learn, so wonderfully fast to use. 

See how printed proof will increase figuring 
efficiency in your office. Call your Remington 
Rand representative now or write to Dept. 
PU-10, 315 Fourth Ave., New York 10. 





the Remnglon Rand automatic Printing Calculator 
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Coming IN THE NEXT ISSUE 
* 


THE ‘49 ROUNDUP 
In a special message to PUBLIC UTILITIES FORTNIGHTLY, President 
Robert W. Hendee of the American Gas Association discusses the assured 
progress of the gas industry as evinced by heavy expenditures for new 
construction and expansion of existing facilities and by the better under- 
standing of its varied problems. 


FPC'S BID FOR ADDED POWER OVER NATURAL GAS 

The governor of Kansas, who is also the chairman of the Interstate Oil 
Compact Commission, the Honorable Frank Carlson, has written a special 
article for PUBLIC UTILITIES FORTNIGHTLY discussing the attempt of 
the FPC to regulate gas gathering by independent producers, on a public 
utility basis. The governor believes that such regulation transcends the 
commission's powers and, if permitted, would have a serious effect on the 
consumer's future supply. 


STATE AND FEDERAL RELATIONS AS TO CONSERVATION 


Another Kansas statesman, U. S. Senator Andrew F. Schoeppel, and former 
2-term governor of that state, analyzes consideration of the functions, and 
limitations of local and national authorities, and responsibility of private 
interests in the preservation and utilization of gas and oil resources. 


IS NATURAL GAS ESSENTIALLY A TRANSPORTATION INDUSTRY? 


The well-known natural gas: engineering consultant, E. Holley Poe, who 
formerly headed the gas division of the War Production Board, discusses 
the importance of gas transportation relative to all gas utility expenditures. 
He shows how and why pipe-line construction has risen from 37.7 per cent 
in 1946 to an expected 64 per cent for 1950 as compared with the over-all 
expenditures of the gas utility industry. 


COMMUNITY RELATIONS WITH AN ACCENT ON THE "YOU" 


It is trite to say that no industry can overlook the importance of public 
relations in this critical era. W. B. Hewson, assistant vice president of 
Brooklyn Union Gas Company, gets down to earth on the problem and 
gives us a play-by-play account of a successful publicity program directed 
towards that objective. 


TRENDS IN MANUFACTURED GAS INDUSTRY 
The manufactured gas branch of the industry is still a most important 
segment. If anything, the recent expansion of natural gas to marginal areas 
has made the codrdination of manufactured gas facilities a vital economic 
operation to the industry as a whole. Elmer C. Nuesse, chief engineer of 
the Connecticut Public Utilities Commission, has made a practical review 
of the manufactured gas picture as it is today. 


* 


A | SO .. .. Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington gossip, 
and other features of interest to public utility regulators, companies, 
executives, financial experts, employees, investors, and others. 
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The initial operation of the final unit of the 
Cliffside Station of the Duke Power Company, 
which brings the total output of this great 
generating station to 210,000 K W finds Cochrane 
Deaerators contributing to this project, as they 
have to the earlier units at Cliffside and to other 
Duke Power stations in the South. 


Cochrane Deaerators are protecting the boilers, 
piping and turbines of the Duke stations listed 
below against rust and corrosion by removing 


excess oxygen and other corrosive gases from 
the feedwater, and aiding in their efficient oper- 


ation by heating that feedwater to steam 
temperature. 


Details of any of these installations or descrip- 
tive bulletin may be obtained by writing 


COCHRANE CORPORATION 
3127 N. 17th St. © Philadelphia 32, Pa. 








—— 
( : 
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was in the world two opinions alike.” 
—MonrTAIGNE 


“There never 


Boyp GUTHRIE 
Chief, oil-shale demonstration 
plant, Bureau of Mines, Rifle, 
Colorado. 


CHARLES LUCKMAN 
President, Lever Brothers 
Company. 


Hotcar J. JOHNSON 
President, Institute of 
Life Insurance. 


HERBERT S. Morrison 
Deputy leader, British Labor Party. 


C, D. Jackson 
Publisher, “Fortune” magazine. 


AusTIN KIPLINGER 
Columnist. 


Harry A. WINNE 
Vice president, General Electric 
Company. 


James F. Byrnes 
Former Secretary of State. 


Fes FRANK CARLSON 
1 Governor of Kansas. 
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“The United States has reserves of oil shale that dwarf 
our present known. reserves of petroleum.” 


* 


“As a nation, we cannot afford to be economic hypo- 
chondriacs because a country, like an individual, can 
worry itself sick.” 

* 

“Wage inadequacies and inequalities cannot be over- 
looked, but when these are eliminated the human relations 
factors come into full play.” 


“We believe a socialist democratic country can make 
a greater contribution to the peace of the world than a 
capitalist competitive country can do.” 


> 


“The currently popular phrase is ‘the welfare state,’ 
and the American decision may very soon be between an 
enterprise welfare state, and a government welfare state.” 


* 


“If the Federal government is to look out for the best 
interests of the public, it should tackle the abuses rather 
than tilt with an arbitrary judgment about size itself.” 


* 


“Unless we can perform our dual function as engineers 
and citizens, we cannot expect to have a healthy society. 
Society can no longer afford the luxury of having 
specialists who are just specialists and nothing more.” 


aa 


“We do not want the Federal government regimenting 
our lives from the cradle to the grave. . . . We must 
remain strong economically. Our first line of defense is 
not on the Rhine—it is a sound, safe American economy.” 


> 


“.. we are confronted with the ever-increasing burden 
of taxation on our people. In following this tax trend, 
we note that in 1900 we used 8 per cent of the national 
income for taxes; in 1920, 14 per cent; in 1945, 38 per 
cent; and in 1948, 30.3 per cent.” 


12 
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ope®” 
wrench. 


approve? 


UL. 





MAXIMUM CONTACT 
provided by V-groove. 
Conductors protected by 
bevelled slot. 


PRECISION MADE, 
with rigid inspection. 
Smooth accurate threads 
assure maximum pressure 
— permanently main- 
tained. 


For taps, dead-ends, par- 
allel connections, etc., in 
any location. Can be fur- 
nished in bronze or alumi- 
num. Re-usable over and 
over. 


PENN-UNION ELECTRIC CORP. 


ERIE, PA. Sold by Leading Wholesalers 


CONDUCTOR FITTIing ™~ 


The COMPLETE Line of Conductor Fittings. 


PENN-UNION 



















* 
win a Leece-Neville 
HIGHER-OUTPUT AeC GENERATING SYSTEM 


On public utility maintenance and construction 
vehicles . . . the vastly higher output of Leece- 
Neville A-C Generating Systems—even with 
engines idling—keeps batteries fully charged at 
all times. The costly part of battery maintenance 
is eliminated . . . life of batteries prolonged. So 
much current is generated you can use accessories 
without limitation! 


Proved in thousands of 
applications on all types 
of equipment during the 
past three years, A-C 
generating the Leece- 
Neville way pays for it- 
self many times over. It 
will pay you to return ALTERNATOR of 
coupon below for all Leece-Neville 7-Volt 
the facts! A-C System for every 


requirement up to 
pn including 80 am- 


Dealiable with ratings 

available with ratings 

= of 60, 80, 100 and 
150 amperes. 


Pioneer and STILL Quality Leader : 
CRANKING MOTORS - GENERATORS » VOLTAGE REGULATORS ~ SWITCHES © 


THE LEECE-NEVILLE COMPANY, Dept. B 
Cleveland 14, Ohio 

Please send descriptive literature on your 
Higher-Output A-C Generating Systems. 


































Address 








REMARKABLE REMARKS—( Continued) 


EprTorIAL STATEMENT 
New York World-Telegram, 


Gwityn A. Price 
President, Westinghouse Electric 
Corporation. 


Emit ScHRAM 
President, New York 
Stock Exchange. 


LAWRENCE A, APPLEY 
President, American Management 
Association, 


RAYMOND MOoLEy 
Columnist. 


Epiror1AL STATEMENT 
The Journal of Commerce. 


Q. F. WALKER 
Economist, R. H. Macy & Com- 
pany, Inc. 


ALFrep M. LANDON 
Former governor of Kansas. 
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“Among the most persistent lobbies in Washington are 
bureaucrat lobbies, pressuring Congress to give their 
agencies more money and power, or to protect them from 
losing any of the money and power they already have.” 


* 


“To continue the tremendous expansion that has taken 
place since the end of the war], we need continuing ex- 
pansion of business, new plants, new processes, a search 
for new products, and, most of all, an incentive for risk 
capital.” 


- 


“Tt is ironic that self-styled ‘liberals’ in government are 
responsible for making things harder for smaller com- 
panies to establish themselves in competition with larger, 
financially entrenched businesses. I refer, of course, to 
their stubborn tax philosophy.” 


¥ 


“T will go so far as to say that the ultimate outcome 
of this nation’s battle with collectivist trends is dependent 
upon the extent to which the managements of business 
and industry in this country recognize and key up their 
personnel programs to individual attention to the worker.” 


> 


“The master minds in government who have.so con- 
fidently believed that they could control the economic 


cycle now know that they certainly can contribute to 
a depression. We can agree with that, but whether we 
can share their confidence in stopping it is another 
question.” 


> 


“The problem today is to establish an economic system 
that preserves the advantages of the free enterprise sys- 
tem and, at tlie same time, contains sufficient safety valves 
to prevent excessive swings such as the securities boom 
of the late twenties and the great depression of the 
early thirties.” 


* 


“We accept with enthusiasm new high records, chow- 
ever unsound and artificial the means by which they are 
attained, but we take a dour attitude toward the signs of 
a return of more normal times and the unlimited op- 
portunities such a return offers to build a stronger and 
better economy. We gravely need a positive, not a nega- 
tive, attitude toward healthy economic readjustment.” 


* 


“The warmhearted generous souls, who are marching 
under the banner of the welfare state, do not see that it 
is simply the forerunner of the super state. The super state 
does not long stay socialist or communist. It always turns 
into despotism. Neither labor nor farmers are as free 
today in England as they are in America or as they were 
in England before the present labor socialist government.” 
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Why you can depend on Kaiser Aluminum Conductor 


You're sure of dependable supplies of Kaiser Alu- fully integrated production includes all this under 
minum Conductor—because Permanente Metals’ one roof at centrally located Newark, Ohio: 


T Rod Rolling — Cast from high purity Kaiser prerom pig 2 Drawing—On the most modern equipment in the alumi- 
® from Permanente Metals’ two reduction plants, ingots pass * num electrical conductor industry, Kaiser Aluminum rod is 
through breakdown mills to become rods for wire drawing. drawn into wire. Here it passes through a series of ten dies. 


3 Stranding— Manned by experienced, highly skilled per- 4 And the most valuable asset of all: Knowledge of 


° sonnel, cable stranders for Kaiser Aluminum electrical con- © your conductor problems, and the ability to send your ship- 
ductor spin at high speed. Finished conductor emerges at the left. | ment of Kaiser Aluminum Conductor out on time. 


Permanente Metals 


Do you need aluminum conductor? as sd 
To take advantage of early delivery 


Sorc mcms' | Kaiser Aluminum 
CONDUCTOR 


SOLD BY PERMANENTE PRODUCTS COMPANY, KAISER BLDG., OAKLAND 12, CALIFORNIA . . . WITH OFFICES IN: 
Atlanta * Boston * Chicago * Cincinnati * Cleveland * Dallas * Denver * Detroit * Houston * Indianapolis * Kansas City g Los Angeles 
Milwaukee * Minneapolis * New York * Oakland * Philadelphia * Portland, Ore. * Seattle * Spokane * St. Louis * Wichita 


Also available through General Electric Supply Corporation and Westinghouse Electric Supply Company. 
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More-for- 


Gour- 


YOUT-ONCY ».. 
DODGE v6-Refed* TRUCKS 


New Dodge B-2 Series Chassis Features 


@ SUPER-FRICTION CLUTCHES. Large frictional areas. 
"*Job-Rated”’ for smooth action and long life. 


@ RUGGED 3, 4- or 5-SPEED SYNCHRO-SHIFT TRANS- 
MISSIONS—"‘Job-Rated”’ for the load. Carburized 
gears; heat-treated shafts; liberal use of antifriction 
bearings throughout. 


@ FULL-FLOATING REAR AXLES . . . Hypoid design; 
banjo-type housing . . . “Job-Rated” for the load. 
Long life . . . low upkeep cost. 


@ CYCLEBONDED BRAKE LININGS (no rivets) prolong 
brake life. 


@ CROSS-TYPE STEERING . . . Sharp turning angle; 
easier handling . . . simplified parking. 


@ SAFETY-LOCATED GAS TANKS . . . Outside the cab, 
NOT inside! 

x * * 
NEW STEERING COLUMN GEARSHIFT . . . Standard 
equipment on ¥2-, %4- and 1-ton models with 3-speed 
transmissions . . . provides easier handling, more 
unobstructed floor space, greater safety of operation. 


“RIGHT-SPOT” HAND BRAKE . . . under the center of 
the cowl . . . right where you want it. Standard on 
all Y-, %- and 1-ton models. Provides unobstructed 
floor space; easier passage through either cab door. 








C 


They’re More-for-Your-Money ‘ 
See Your Dodge Dealer . 


OMPARE These New B-2 Series Dodge “Job-Rated” Trucks . 

for Feature, Price for Price, Value for Value—with any other trucks! 
Any Way You Look at Them! 
. and Save Money! 


New ponce B-2 Series 
Engine Features! 


e@ FAMOUS DODGE L-HEAD TRUCK ENGINES... 
“Job-Rated” for your loads; save gas, oil. 

e@ COMPLETELY SPLASH- AND DUST-PROOF 
ELECTRICAL SYSTEM .. . with high-output gener- 
ator. Resistor-type spark plugs, and high-output 
coil, insure amazingly smooth engine operation; 
longer plug life. 


@ EXHAUST VALVE SEAT INSERTS . . . resist 
wear and pitting; reduce valve grinding. 

e REPLACEABLE PREFITTED MAIN BEARINGS ... 
reduce maintenance costs. 

@ FULL-PRESSURE LUBRICATION . . . positive 
pressure to main, connecting rod ‘and “camshaft 
bearings and camshaft drive, prolongs engine life. 
e FULL-LENGTH CYLINDER COOLING .. . 4-RING 
ALUMINUM ALLOY PISTONS . . . OIL-BATH AIR 
CLEANER, and many other money-saving features! 


. Feature 


356 BASIC CHASSIS MODELS, RANGING FROM 4,250 TO 23,000 LBS., G.V.W. 
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NEWPORT NEWS 
MECHANICAL 
RACK RAKE 


Te Newport News Mechani- 
cal Rack Rake is a power-operated 
rake for cleaning trash racks at wa- 
ter intakes for hydroelectric plants, 
steam plants, pumping stations, ca- 
nals and similar installations. It 
cleans the rack bars of trash and re- 
duces a former major hand operation 
to one of minor periodic activity. 
With Newport News Mechanical 
Rack Rake installations, one man 

Water users per shift can, under ordinary condi- 
pee 6 gga ag tions, keep the racks clean for a 
ed to write for 


new descriptive rack .dozen bays. 
rake catalog. 


NEWPORT NEWS SHIPBUILDING AND DRY DOCK COMPANY 


NEWPORT NEWS, VIRGINIA 
This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 
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OVERHEARD BETWEEN AN ARCHITECT AND AN INVESTOR: 


“No-its completion time, not starting time, that counts!” 








“YOUR INVESTMENT IN A BUILDING 

CAN’T PAY OFF UNTIL THE TENANTS 

MOVE IN. Build with steel floors and they move 

in much, much sooner. No matter how you build, you have 
to allow time fer demolition and excavation. By that time, your 
steel is ready. And then, steel Q-Floors will knock another 

20 to 30% off construction time. 

“Look at this model. Those cells are the steel Q-Floor. It 
is dry, noncombustible, clean. It goes up as fast as the frame. 
No temporary forms, no shoring. Two men can lay 32 sq. ft. of 
Q-Floor in half a minute and it immediately becomes a dry, 
working platform. Even in freezing weather, work speeds along, 
not delayed by wet materials. 

“This is just the first reason for Q-Floors. Think of theelectrical 
availability. After all, you're investing for thirty, forty, fifty 
years. And you sometimes forget that floors are what a building 
is for. Even though the floor is a small fraction of total cost, 
floor space earns the income. It should be alive with ducts, 
pipes, wires, the earning arteries of a structure. You don’t want 
your building born with hardened arteries, with monolithic 
slabs for floors. 

“See how the load-carrying steel cells of Q-Floor are crossed 
over by raceways for wires of every conceivable electrical 
service. This is your assurance that your investment will keep 
step with future increased demands for electrical business 
machines. You can put an outlet on every six-inch area of the 
exposed floor. It literally takes only a few minutes. Floor 
layouts are permanently flexible. Alterations tremendously 
simplified. It saves a huge amount of money over the years. 

“And Q-Floor costs less than the carpet that covers it. 

“There is no reason for not having Q-Floors.” 









» 





Write for the simple facts— 


H. H. ROBERTSON COMPANY 
2424 Farmers Bank Building, Pittsburgh 22, Pennsylvania 


Factories in Ambridge, Pe., Hamilton, Ont., Ett ° Englend 


Offices in $0 Principal Chies ee World-Wide Building Service 
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OVER 10 BILLION FEET 


= 


INSULATED WIRE 


THAT’S HOW MUCH U. S. RUBBER HAS MANUFACTURED 
IN THE 20 YEARS SINCE LAYTEX WAS PERFECTED 


Laytex, 90% pure rubber insulation, is used 
in many U. S. wires and cables. For example, 
there is U. S. Control Wiring for every type 


of control, supervisory or metering problem. 
Because dependability is so vital in this 
service, U. S. engineers use Laytex insulation 
on the individual conductors of 600 volt 
control cable. MOREOVER, THERE HAS 
NEVER BEEN A REPORTED FAILURE 
OF LAYTEX INSULATED CONTROL 
CABLE IN ITS 16 YEARS OF MANU- 
FACTURE. It is Laytex that gives you a 
cable of such light weight, small diameter, 
and high resistance to moisture. 

For more information and sample write to 
Wire and Cable Department, United States 
Rubber Company, 1230 Avenue of the 
Americas, New York 20, N. Y. *Reg. U.S. Pat. of 





SMALLER DIAMETER MEANS MORE 
CABLES IN A GIVEN SPACE 


ole) 
olete) 
OO 
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CRAWLER TRACTORS 


New Power-packing Power 


INCREASING the capacity of coal 
docks and stockpiling areas, and pre- 
serving the B.T.U. content of coal in 
storage, are benefits you gain when build- 
ing and dressing coal piles with crawler 
tractors and matched equipment. 

In tests conducted independently by 
power company engineers, the powerful, 
fast International TD-24 diesel crawler 


WHEEL TRACTORS 
DIESEL ENGINES 
POWER UNITS 


has surpassed all competition in work 
performance and operating economy. No 
wonder more and more stockpilers of 
coal are using this giant crawler. 
Investigate this stockpiling method 
and the TD-24 record of results in this 
work. Your International Industrial 
Power Distributor can assist you and is 
ready to supply the power-packing TD-24 
and matched equipment you need. 


INTERNATIONAL HARVESTER COMPANY 
Chicago 


INTERNATIONAL 
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4 American Water Works Association, Wisconsin Section, ends annual meeting, Mil- 
waukee, Wis., 1949. 





{ American Society for Testing Materials ends Pacific area national meeting, € 
San Francisco, Cal., 1949. 





{ International Association of Electrical Leagues ends annual conference, Cleveland, 
Ohio, 1949. 





4 Independent Natural Gas Association of America will hold annual meeting, Dallas, 
Tex., Oct. 31, 1949. 





{ American Gas Association begins annual convention, Chicago, Ill., 1949. 





{ National Reclamation Association will hold annual meeting, Salt Lake City, Utah, 
Nov. 2-4, 1949. 








4 American Water Works Association, Alabama-Mississippi Section, begins annual 
meeting, Jackson, Miss., 1949. 








4 Missouri Valley Electric Assn. begins accounting conference, St. Joseph, Mo., 1949. 
% Virginia Independent Telephone Assn. begins convention, Old Point Comfort, Va., 1949. 





4 American Institute of Electrical Engineers ends midwest general meeting, @ 
Cincinnati, Ohio, 1949. 








{ Oklahoma Telephone Association will hold annual convention, Oklahoma City, Okla., 
Nov. 8, 9, 1949. 





{ National Electrical Contractors Association will hold annual convention, Houston, Tex., 
Nov, 8-11, 1949. 








{ National Safety Council begins safety congress and exposition, Chicago, Ill., 1949. 





1 Gumerioes Water Works Association, Virginia Section, ends annual meeting, Roanoke, 
a, 4 





| a hed Electric Exchange begins annual general sales conference, Atlanta, 
a., . 
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Government Propaganda 
Technique in Public Power 


Virtually unknown in America, prior to World War 

I, systematic direction (if not occasional deception 

and suppression) has apparently become an accepted 

‘instrument of government publicity policy, according 
to this writer. 


By CARROLL B. HUNTRESS* 


used term in this country prior to 

World War I. Certainly it would 
not have been tolerated in wholesale 
fashion on the part of the government. 
Rather, it had a sinister connotation 
and was looked upon as something used 
by forever intriguing and embroiled 
European governments to keep their 
peoples in ignorance of what they were 
doing. 


Pp ROPAGANDA was relatively an un- 


*For personal note, see “Pages with the 
Editors.” 
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But we were given a taste of it in 
that war, the explanation on the part 
of our political leaders being that we 
had grown up and were now engaged 
in a major world activity and could not 
cling to fetishes—such as demanding 
truth from our government. It was 
necessary, for example, we were told, 
to announce occasionally the sinking of 
German submarines when we had not 
sunk them or military victories which 
we had not had. This was needful to 
pep up the national morale. 
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What we tasted of propaganda in 
that war was not palatable and our dis- 
like for it was reflected in the twenties 
in a wave of books and plays ridiculing 
it. Two incidents, in particular, of 
Herbert Hoover’s administration sub- 
jected him to severe criticism. One was 
when an anonymous aide of the State 
Department, to justify the administra- 
tion’s policy in Latin America, peddled 
a story to the effect that an unfriendly 
hegemony—just whatever that meant 
—was being established against us 
south of the border. Two of the three 
major press associations refused to 
carry the story from this anonymous 
source and, by way of explanation, de- 
scribed it as outrageous governmental 
propaganda. 


i ew other incident occurred upon 
the signing in the White House, 
early in the Hoover administration, of 
the Kellogg pact outlawing war. The 
President issued a statement after the 
ceremony saying that, to show good 
faith, the British and United States 
governments were halting work on 
warships which were being built. It was 
later learned that the warships in- 
volved were still in the blue-print state, 
whereupon Mr. Hoover took an awful 
editorial blasting. 

But with the advent of the New Deal 
in 1933, the leash on government prop- 
aganda, all restraints, all question 
about its decency or good taste were 
removed. As a people we are now 
steeped in it as deeply as any people. 
We are supposed, with our system of 
communications, our press and free- 
dom of speech, to be the best informed 
people on earth. In the welter of gov- 
ernment propaganda, which smothers 
our intellectual processes, there is cer- 


tainly serious doubt on that score. 

Propaganda blasts by the govern- 
ment have come to be accepted as a 
justifiable “marshaling of public opin- 
ion” behind a particular government 
endeavor. Thus public opinion was 
formerly marshaled to look upon Rus- 
sia as an ally whom we have misunder- 
stood all along. Today it is marshaled 
to look upon Russia as an enemy with 
avowed intentions of wrecking our 
way of living. It is marshaled in be- 
half of China, then against it. It is 
marshaled for a loan to Britain, for a 
Marshall Plan, a Truman Doctrine. 

Only recently, Senator Wiley of 
Wisconsin, who, along with his fellow 
Republicans, has often inveighed 
against government propaganda and 
the number of hirelings on the payroll 
to manufacture it, complained that the 
administration would not “marshal 
public opinion” behind the St. Law- 
rence waterway-power project just as 
it did for the Marshall Plan. I am 
afraid he is not aware of the govern- 
ment’s activities in this field, but my 
point here is that this conservative 
Senator has come to accept government 
propaganda as a proper instrument of 
herding the national thinking. 


A TREMENDOUS propaganda about 
the devastating effects of the 
atomic bomb and how it would bring 
drastic changes in all civilizations fol- 
lowed dropping of the bombs on Naga- 
saki and Hiroshima. To the extent that 
it was designed to bring Japan to her 
knees, it was deemed quite a legitimate 
weapon of war. 

But in the continued din that had us, 
irrespective of what had been the prop- 
aganda’s effect against the enemy and 
what might be its effect on potential 
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enemies, as nationally nervous as we 
had been at any time during the war, 
there was one pers‘stent note which 
throws light on the capabilities of the 
public power propagandists, who are 
intertwined with the government prop- 
agandists but not confined to them, 

Throughout all the prating about 
what the atomic bomb meant, what it 
was going to accomplish in the wars of 
the future, the revolution it would spell 
in our economy and everyday life, 
there was the steady chant that it could 
not have been made had it not been 
for the Tennessee Valley Authority. 
Here was the definite squelching in one 
phrase of those doubters and critics of 
this public power Utopia, Let them 
hang their heads in shame and forever 
keep their peace, They in their perver- 
sity had held back human progress 
long enough. 

Parenthetically, and collateral to the 
main purpose of this propaganda, there 
is a fair question of whether there was 
not also a campaign to put David E. 
Lilienthal, the TVA head, in control of 
the Atomic Energy Commission, which 
is to administer or ration the energy to 
the bold new world that is aborning. 

Manifestly this was the thing to do, 
because who could be better than the 
man whose TVA enterprise made the 
bomb possible? 

Suppose there had been a flaw in 


TVA’s administration; suppose there 
had been one administering it who had 
lacked the faith which Mr. Lilienthal 
had in the future of a great people 
directed by great and unselfish leaders. 
Undoubtedly, we would not have had 
the bomb. The Navy insists it had just 
about choked Japan to death anyway, 
but pooh-pooh to that—undoubtedly 
we would still have been in a death 
grapple with the Nips. 


HIS, however, was not the focal 

point of the propaganda, simply 
a tangent star, The main purpose was 
the enlargement of the public power 
domain, If the TVA was what made 
the atomic bomb possible, we should 
have more TVA’s, not only for more 
atomic bombs but for more of the 
abundance of life which this accom- 
plishment on the part of TVA exempli- 
fied. 

The statement that TVA power 
made the atomic bomb has been uttered 
by President Truman, by members of 
his Cabinet, and members of Congress. 
It echoed and re-echoed in the chambers 
of the House and Senate in the 80th 
Congress and the 81st when the TVA 
was seeking an appropriation for a 
steam plant to reinforce its “cheap 
water-power” production. They got the 
appropriation in the 81st Congress and 
their most effective argument was that 


press and freedom of speech, to be the best informed people 


q “WE are supposed, with our system of communications, our 


on earth. In the welter of government propaganda, which 
smothers our intellectual processes, there is certainly serious 
doubt on that score. Propaganda blasts by the government 
have come to be accepted as a justifiable ‘marshaling of pub- 
lic opinion’ behind a particular government endeavor.” 
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additional power was needed for the 
bomb plant at Oak Ridge. 

Could there be a member so callous 
to national defense requirements as to 
deny the atomic bombs all the electric 
power needed for their manufacture? 
Congressman after Congressman and 
Senator after Senator, expressing his 
skepticism and decrying this steady en- 
croachment of the public power crowd, 
said nevertheless he could not be one to 
say nay when it was put on this basis. 

Well, the plain and simple fact is 
that the atomic bomb was never made 
either by TVA power or by water 
power from any source. The Man- 
hattan project set up its own steam 
plant at Oak Ridge, a plant which used 
the coal of near-by fields, not the 
“cheap water power” of the TVA. This 
plant has a capacity of 250,000 kilo- 
watts, not an unusually large plant as 
compared with many privately oper- 
ated plants in the country, and this is 
a commentary on the propaganda that 
the bomb’s manufacture requires a 
massive power treatment, Oak Ridge 
has bought supplemental power from 
TVA just as any consumer might buy 
from an available producer, But that 
TVA power made the bomb or that it 
would not have been possible without 
TVA has now been proved to have 
been an assiduously propagated myth. 


| seamen any contention that TVA 
power was essential to Oak Ridge’s 
operations at all was knocked into a 
cocked hat by Oak Ridge’s managers in 
the debates of the two Congresses on 
the additional TVA steam plant. And 
they were not trying to hurt the TVA 
propagandists either. Rather, they were 
trying to help them get the steam plant, 
working together as kindred bureau- 
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crats. In correspondence exchanged be- 
tween Oak Ridge and TVA managers, 
introduced in the debate, the former 
told of an expansion they were plan- 
ning and of their consequent increased 
power needs. They said they had con- 
sidered increasing the capacity of their 
own steam plant but had concluded it 
would be better to draw from TVA, 
provided the authority got increased 
facilities. Just a little matter of judg- 
ment, not one of TVA’s essentiality to 
Oak Ridge at all. 

I have given this as an outstanding 
example of the cleverness, if it may be 
called that, of the public power propa- 
gandists, I have no way of knowing 
where the brilliant idea originated, ex- 
cept that, shortly after the bombs were 
dropped, an unidentified Army officer 
having to do with Manhattan project, 
was quoted widely in the press as say- 
ing there would not have been the 
bombs without TVA, What is more 
important is that the slogan was picked 
up and repeated over and over, in the 
press, in the magazines, and over the 
radio all over the country. There was 
no directing head. Industry trying to 
put across an equivalent idea would 
have had to spend millions of dollars 
in an organized advertising and pub- 
licity campaign. How did it happen? 

Of course, we have seemingly al- 
ways had local chambers of commerce 
and civic boosters who agitated for 
Federal projects, deepened harbors, 
new post offices, bridges, flood control, 
water-power projects, and the like un- 
der the impression they were getting 
something for nothing. Members of 
Congress voted for them in what were 
called pork-barrel bills—you vote some 
money for my district and I will vote 
some for yours. 


468 





GOVERNMENT PROPAGANDA TECHNIQUE IN PUBLIC POWER 





Is the Utility Business Even Respectable? 


‘ J hy is a technique of the public power crowd that all their activities are 

clothed in noble aspirations of public service while their opponents, 
notably the private power managements, are ‘selfish interests’ who would 
hold up progress for personal gain. They have fairly succeeded in patint- 
ing the private power managements with the same brush which the 
Anti-Saloon League used to portray the saloon keeper, though they have 
not yet got the churches to denying membership to officials of private 

power companies.” 





. | ‘HEN, we have similarly had the 


local politicians who made a politi- 
cal issue out of municipal ownership 
of the local electric plant or the street 
railway, Along with these we had the 
old-school meditative socialists, unag- 
gressive and harmless, who over their 
pipes talked of the “inevitability” of 
government ownership of the basic in- 
dustries. 

But today public power is at the top 
of the program of those legions of 
revolutionaries variously described as 
Liberals, Left-wingers, Socialists, 
Americans for Democratic Action, 
those intellectuals of pinkish, red, and 
other hues, Regardless of the various 
shades of their thinking, they all be- 
lieve basically in more government 
beneficence and more government 
control, Extension of the public power 
domain seems to be one of the most 
logical and painless ways to advance. 

Thus, a promotive idea born in TVA 
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finds its way quickly to the public 
forums and the mediums of moulding 
public opinion as far away as the state 
of Washington or the state of Maine. 
Such a religion has public power be- 
come that a conservative Congressman 
from the state of Washington, forced 
through the exigencies of politics to 
support public power in that state, 
must give political adherence to it 
elsewhere. His own constituents having 
been fixed up in this spreading bonanza 
of commonweal, he is made to believe 
he must support it for the people, for 
instance, of northern New York state, 
lest he be considered as having not 
properly supported the church. 

A humble farmer in Mississippi, 
originally joining a rural electrical 
co-op unit of maybe twenty-five of his 
fellows to share the same transmission 
line, finds himself engulfed in a na- 
tional lobby, to which he pays dues, 
dedicated to the establishment of pub- 
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lic power over all the country. To the 
extent that he is a supporter of the 
lobby he has become one of the legions 
of public power advocates when all he 
is primarily concerned in is electricity 
for his own home. 


_ mainspring of this particular 
lobby is no philosophical Red or 
Socialist, just a resourceful enterpriser, 
an organizer who turned to this en- 
deavor after being defeated in his 
efforts at being re-elected to Congress. 
There is gold in them thar public power 
hills—jobs, influence, and ways of 
making money, 

During the last war, Clyde Ellis, a 
former Congressman from Arkansas, 
got the bright idea that these small 
co-op units should be linked together 
nationally to “solve their kindred prob- 
lems,” such as getting copper wire and 
other scarce materials. Thus there blos- 
somed forth the National Rural Elec- 
tric Codperative Association, which is 
now an avowed lobby for all the pend- 
ing and proposed public power projects 
in the country, the costs of which proj- 
ects would run up to several billion 
dollars. Recently that organization was 
described in Congress by a public power 
enthusiast as the most powerful public 
power lobby in the country. 

Of the 951 REA co-ops in the coun- 
try, 789 with a membership of 1,838,- 
717 belong to this lobby to which they 
pay 10 cents a meter annually. 

Ellis and his organization operate 
from Washington in a well-staffed, 3- 
story building. It is estimated they get 
even more revenue out of a monthly 
magazine they publish than they do 
from the 10-cents-a-meter charge. 
Some of the country’s leading private 
enterprisers, such as Monsanto Chemi- 
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cal, the farm implement people, and 
others, support it with their advertis- 
ing. 

The lobby held a “jubilee” conven- 
tion this year in New York, which was 
attended by 4,000 “delegates,” 7,000 
people all told. The Washington politi- 
cal bigwigs attended en masse, ac- 
claimed the lobby as a great forward- 
looking movement, and shouted their 
loyalty to public power. 


.’ is a technique of the public power 
crowd that all their activities are 
clothed in noble aspirations of public 
service while their opponents, notably 
the private power managements, are 
“selfish interests” who would hold up 
progress for personal gain. They have 
fairly succeeded in painting the private 
power managements with the same 
brush which the Anti-Saloon League 
used to portray the saloon keeper, 
though they have not yet got the 
churches to denying membership to 
officials of private power companies. 
Day in and day out, however, they 
work assiduously at getting the public 
to look upon these managements as 
something outside the pale of good 
citizenship. 

When the appointment of a former 
columnist of the New York Daily 
Worker, the Communist organ, to an 
important regulatory post in the Fed- 
eral government is opposed, gullible 
and leftist Washington syndicated 
columnists set up a wail that he is being 
fought by the wicked power trust. 
Similarly, opposition to all “valley 
authorities” is classified. 

Some of our most responsible and 
conservative newspapers seem to think 
it quite proper to speak disparagingly 
of the private power managements. 
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They are considered fair prey for 
everybody, so well have the public 
power propagandists done their work. 
These same newspapers will fight bit- 
terly any activity threatening their own 
investments yet patronizingly lecture 
the private utilities for their “lack of 
farsightedness” when those utilities de- 
fend their properties against open and 
undercover attacks. 

Such an atmosphere has been created 
that Dean Acheson, Secretary of State, 
could say in a report of the Hoover 
Commission on Organization of the 
Government, with a perfectly straight 
face, that to require public power proj- 
ects to use the same accounting prac- 
tices as required of private enterprisers 
would be against the country’s interest, 
hoth economically and from a military 
point of view. A public power project, 
according to this reasoning, is a mili- 
tary adjunct, a privately operated proj- 
ect is not. They both produce the same 
kind of electric power, of course. 


oo is the technique of the public 
power propagandists that many a 
foreign visitor to our shores has been 
surprised to learn that all the power in 
the country does not come from TVA, 
Bonneville, or Grand Coulee, and likely 
he is under the impression that this 
“sole” supply will some day be aug- 
mented, when the “reactionary forces” 
are finally routed, by the St. Lawrence 


e 


hydroelectric plant—“another TVA,” 
according to Senator Aiken, Republi- 
can of Vermont, 

These government operations have 
been tooted, world-wide, as examples 
of the progressiveness of a liberty- 
loving people. One of the first argu- 
ments I heard of the great advance 
made by the Russians under totali- 
tarianism was that a big hydroelectric 
plant had been erected. This proved, 
it was contended, what could be done 
under a planned economy unhandi- 
capped by the bickerings of a democ- 
racy. It so happens, of course, that 
American engineers built the plant 
largely with American-manufactured 
equipment. But one power plant, water- 
power or steam or atomic energy, in 
such a vast area of 200,000,000 souls 
can scarcely be accepted as convincing 
evidence of a people’s progress. 

The overwhelming percentage of 
power in this country is still furnished 
by private enterprise, notwithstanding 
the TVA’s, Bonneville’s, and Grand 
Coulee’s, but the public power form of 
Socialism which leaps, rather than 
creeps, is on the march. 

Twenty years ago the public power 
forces had in their hands 63 per cent 
of the electric generating capacity of 
the country, Today they have 20 per 
cent, The change has come about while 
the country was doubling its generating 
capacity as a whole. Capacity provided 


meant, what it was going to accomplish in the wars of the 


q “THROUGHOUT all the prating about what the atomic bomb 


future, the revolution it would spell in our economy and 
everyday life, there was the steady chant that it could not 
have been made had it not been for the Tennessee Valley 
Authority. Here was the definite squelching in one phrase 
of those doubters and critics of this public power Utopia.” 
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by private enterprise grew 70 per cent, 
and that by public agencies, Federal 
and local, grew 500 per cent. 


A for the projected St. Lawrence 
plant, the American people have 
been saturated for years with colorful 
blueprints and drawings of the pro- 
posal, through the press, the movies, 
and the souvenir post cards. Every 
season thousands of tourists are re- 
galed with fanciful stories of the mag- 
nificent edifice. It is ballyhooed in the 
highest possible terms, as, for example, 
that it will have a capacity of 2,200,000 
horsepower. It doesn’t sound so colos- 
sal to say it will have, for the American 
side, a capacity of 570,000 kilowatts of 
firm power, and that there are four 
privately operated plants in New York 
state, each with a greater capacity than 
570,000 kilowatts of firm power, or 
that the St. Lawrence plant would only 
be big enough to take care of the in- 
creased requirements for New York 
state for but two years, or that it 
would not supply more than 10 per cent 
ofthe state’s present needs, 

It is a technique of the public power 
propagandists to make a national event 
out of the opening of a public power 
project. Invariably, years of political 
agitation have preceded the great event. 
The children are let out of schools, the 
railroads run excursion trains, the mer- 
chants of the immediate vicinity wrap 
their stores in gay bunting and flags, 
and the politicians vie with one another 
in efforts to outdo Lincoln’s Gettys- 
burg Address. We are beseeched to 
drink deeper from the springs of an 
enlightened people and to go forward 
rejoicing because here is what a de- 
mocracy, properly directed, can do. 

The private utilities are all the time 
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building larger steam and water-power 
plants and otherwise expanding their 
facilities without the benefit of even 
the local drum and bugle corps. 
Strangely enough, you hear little of the 
Niagara Falls or the Tallulah Falls 
water-power plants, the latter in 


Georgia. They are privately operated. 


I IMAGINE that, had a large number 
of our people read in the Congres- 
sional Record of the debates on the 
Johnsonville steam plant for the TVA, 
they would have been quite disillu- 
sioned with respect to the extent to 
which this “water-power” Utopia de- 
pends upon steam, There are so many 
steam plants operated by the TVA, in 
fact, that one might quite properly raise 
the question as to how this came to be ° 
dubbed a water-power development in 
the first place. Apparently, in no other 
section of the country is the precipita- 
tion more variable, and thus it turns 
out that part of the year there is not 
enough water in the streams to furnish 
any power and then at other times there 
is so much water that the reservoirs 
have to be kept empty to take care of 
flood water. In either period, steam 
plants have to furnish the power for 
this water-power project. 

But it has to be a “water-power” 
project for the government to operate 
it under the Constitution, as a by- 
product of flood control, navigation, or 
reclamation, and over the years the 
public power propagandists have done 
some tall stretching of the imagination 
to classify their projected plants as 
water-power operations, It was in rela- 
tion to TVA that the late Senator Nor- 
ris gave his famous dictum: “We must 
make it hang on navigation.” Now 
look at the thing! 
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Parenthetically, it is a technique of 
the public power propagandists that 
they have “canonized” Norris, and that 
David Lilienthal is in the way of being 
built into the world’s greatest adminis- 
trator. 


oo the days of the Nebraska saint, 

the public power forces have waxed 
exceedingly bold. Today they move 
openly in Congress to extend their in- 
fluence by having the government op- 
erate more and more transmission 
lines, A report by the Hoover Com- 
mission tells us that Federal agencies 
now have more than 14,000 miles of 
transmission lines and have tentative 
plans for the construction of new 
generating capacity equaling that of 
all the generating plants of private en- 
terprise in the whole United States at 
present. Meanwhile, private enterprise 
has actually under construction an in- 
crease of 39 per cent of its own gen- 
erating capacity to meet the growing 
needs of its customers. 

The objective of the public power 
forces, manifestly, is to have the gov- 
ernment throw aside the last vestige of 
constitutional prohibition and go whole 
hog into the power business. 

It is a technique of the public power 
propagandists to characterize those op- 
posed to this extension as the power 
trust lobby, or its tools. Perfectly re- 
spectable and conservative newspapers 
echo this characterization from the 


leftist columnists and commentators. 

In the eyes of the public power prop- 
agandists, the New York State Power 
Authority is not a “lobby” but a gov- 
ernment agency devoted to promoting 
the public good. The fact is that, since 
it was established in 1931, it has spent 
more than $1,500,000 of the taxpayers’ 
money in propagandizing for the St. 
Lawrence project. As a practical matter 
it has had no other function to per- 
form—an operating agency without a 
plant to operate for nearly two decades. 


} is a fact also that the publicity 
resources of the United States 
government, notably those of the De- 
partments of Agriculture, Commerce, 
Interior, and the Federal Power Com- 
mission, and also those of some states, 
are available to and generously serve 
the public power propagandists. No 
“power trust,” not all the private utili- 
ties in the country combined, could 
hope to match these resources in prop- 
aganda output. 

But that fact should not deter the 
private utilities from large-scale action. 
After all, the truth, as represented by 
the magnificent record of free and 
solvent utilities, could serve as a telling 
answer. It is the answer to the public 
power propagandists of totalitarian 
technique which stems from the as- 
symption that fabrications, if made big 
enough, told often enough, will be be- 
lieved. 





COVE have an educational job to teach the people what the admin- 


istration program really means. 


We have a job to convince 


them that no central government can cure all the ills of the people, 


particularly by spending more money; 


that no central gov ernment knows 


better than the people themselves what i is good for them.” 
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—Robsert A. Tart, 
U. S. Senator from Ohio. 


OCT. 13, 1949 





Financing “As You Go” 


Would the adoption of such a policy tend toward a 
steady improvement in earnings and dividends and 
become a better inducement to stockholders and the 

general public to invest in the industry? 
By W. F. STANLEY* 


VICE PRESIDENT AND SECRETARY, SOUTHWESTERN 
PUBLIC SERVICE COMPANY 


, ‘HE good ship “Electric Utility 
Industry” is fast approaching 
mid-stream in the river of expan- 

sion on which it has embarked ; and so 

far with fairly smooth sailing. But 
there is still plenty of sailing before the 
ship makes port, as the stream is un- 
usually wide—so wide it will take more 
thari two years to reach the other side. 

And that leaves time for stormy 

weather, fogs, collision with govern- 

ment craft, and the other ills that may 
plague the navigator. 

But so far so good. Prices of equip- 
ment remain high, but production econ- 
omies from the new modern equipment 
are now developing and proving most 
helpful. The rate of increase in sales 
of electricity has fallen off considerably 
in recent months on a country-wide 
basis, but this, let us hope, is tem- 
porary. The coal and oil users are 
reaping an advantage from lower fuel 


*For additional personal note, see “Pages 
with the Editors.” 
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costs and most of the natural gas users 
are still experiencing a good growth in 
comparative sales, as well as some 
economies in unit cost of fuel because 
of the more efficient generating facili- 
ties recently installed. 

Furthermore, a broad and favorable 
market still exists for funded debt se- 
curities. Interest rates have pointed 
downward again and preferred stocks 
are salable at lower yields than last 
year. Also, the plague of preferred 
stock sinking funds to attract institu- 
tional interest seems to have abated. 
Most important of all, the market has 
continued to absorb the increasing 
offerings of common stock at a money 
cost which, while high historically, is 
at least considerably below a prohibi- 
tive level. 


errnsem generally have re- 
sponded in a gratifying manner to 
requests for new equity capital. It is 
true that in recent months there have 
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been indications that they are not sub- 
scribing to new offerings with quite the 
same avidity as formerly, as evidenced 
by a few offerings where a low per- 
centage of subscriptions was received, 
but even in these cases the unsub- 
scribed stock has been distributed by 
the investment dealers, in most cases 
without difficulty, 

On the credit side of the ledger are 
a number of oversubscriptions within 
the past six months. There have been 
primary subscriptions of about 95 per 
cent on many offerings and where the 
excess subscription privilege was em- 
ployed, total subscriptions exceeding 
150 per cent of the offering have been 
received in several cases, these results 
still being topped by Southwestern 
Public Service (the first to use this 
technique—in February, 1947), with 
a 210 per cent subscription last March, 
while Wisconsin Electric Power Com- 
pany, with a 202 per cent subscription, 
was only a little lower. 


Benen the allied natural gas in- 
dustry, we have the unusual record 
of Columbia Gas in receiving subscrip- 
tions for 77 per cent of its nonunder- 
written offering under unfavorable 
market conditions and with a market 
actually slipping slightly below the of- 
fering price at the end of the subscrip- 
tion period. Here the excess subscrip- 
tion privilege was quite helpful as it 
accounted for about 16 per cent (over 
$2,000,000) of the subscriptions. 

But despite this encouraging record 
to date, some fear has been expressed 
that the very size of our good ship 
“Electric Utility Industry,” in terms 
of the amount of equity financing still 
to be accomplished, will make it hard 
to reach harbor ; that a plethora of new 
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money offerings (plus SEC divest- 
ment sales) may crowd the supply of 
available equity capital and ultimately 
(for no one will predict just when) 
reach a saturation point. This is, of 
course, a possibility. But if there are 
storm clouds, they are still invisible 
over the edge of the horizon and seem 
unlikely to endanger our staunch ship, 
provided those at the helm continue to 
steer a safe course. 


A Few Fundamentals 


HAT is a safe course under these 

circumstances? Before answer- 
ing this, let’s ask another question 
which sounds so simple as to come un- 
der the foolish category, and that is: 
“What is the business of the electric 
utility industry?” Well, one will say, 
that is easy: “The business of selling 
electric energy, of course.” All right, 
then let’s remember that, and remem- 
ber too that the industry should not be 
in the financing business. It should not 
be in the business of speculating on se- 
curity prices or money rates. It 
should not be in the business of trying 
to call the turn in the stock and money 
markets on a long-range basis. It 
should not be gazing in a crystal bali 
trying to see whether the omens favor 
the postponing of permanent financing 
for a year or two to get lower interest 
rates or a higher price for common 
stock—maybe. Or to see whether they 
indicate the opposite conclusion, that 
money rates are going to firm and stock 
prices melt in the future so that the 
thing to do is to finance to the hilt— 
now—in advance of the need for the 
money, with consequent dilution of 
earnings and increased fixed charges. 
In either case it is crystal gazing— 
speculating with the cost of money. 
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} gpeepry- companies do not keep 
half of their funds in cash in the 
hope they can get higher interest rates 
later. They invest “as they go.” They 
realize their business is not long-range 
speculation in the money market but 
that of protecting policyholders against 
various kinds of loss. 

What is financing “as you go”? It 
is really the reverse side of the policy 
of investing “as you go” followed by 
the insurance companies. Boiled down 
to the essence, it means “raising the 
money as you need it — at the going 
rate.” 

Of course, everything is relative. 
The insurance companies invest almost 
daily ; but, naturally, it would be absurd 
to advocate that a utility should finance 
daily, or weekly, or monthly. Here 
latitude is necessary. Registration and 
other financing expenses make the cost 
of too frequent offerings prohibitive. 
So then, what is a feasible formula for 
a financing “as you go” policy? There 
is considerable range for a difference 
of opinion, but the most workable 
policy would seem to be to permanently 
rais¢é, some time in each year, the 
money needed for that year’s require- 
ments. Detailed budgets of construc- 
tion, earnings, and cash are usually 
made on an annual basis so an annual 
financing plan can readily be geared 
with budget requirements. This policy 
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still leaves a considerable degree of 
flexibility to the management. Just 
when during the year each type of se- 
curity should be sold, and which type 
should first be sold in the year, are 
questions as to which it is difficult to 
generalize. It would seem that these 
questions should be answered by the 
management in the light of all the cir- 
cumstances affecting the individual 
company and the exact conditions that 
may then prevail. 


The Crystal Ball Again 


B" “financing as you go,” as dis- 
tinguished from financing by the 
crystal ball method, means more than 
raising a total fund each year approxi- 
mating that year’s needs; more than 
not building up a top-heavy pyramid 
of short-term borrowings or, on the 
other hand, raising large sums which 
must remain idle but on which fixed 
charges accrue and dilution of equity 
earnings becomes immediately effec- 
tive. 

A sound financing “as you go” 
policy should involve laying out a fairly 
broad financial program as to the kind 
of capital structure desired to best meet 
the needs of the particular company 
and then selling securities in each year 
so that roughly the various ratios in 
the capital structure will either be 
maintained or adjusted in accordance 


ing mid-stream in the river of expansion on which it has 


q “THE good ship ‘Electric Utility Industry is fast approach- 


embarked; and so far with fairly smooth sailing. But there 


is still plenty of sailing before the ship makes port, as the 
stream is unusually wide—so wide it will take more than 
two years to reach the other side. And that leaves time for 
stormy weather, fogs, collision with government craft, and 
the other ills that may plague the navigator.” 
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with this policy. For it is still crystal 
gazing, in another form—it is still be- 
ing in the business of speculating on 
market levels and costs of money—to 
finance one year’s cash requirements 
predominantly with funded debt or 
other senior securities, hoping to re- 
store the balance to the capital struc- 
ture in a later year or years through the 
sale of a large amount of common 
stock under more favorable market 
conditions than then exist. And it is 
equally in the crystal-ball category to 
sell in one year an amount of common 
stock much higher than the portion of 
the new capital which should be raised 
in that form (in order to maintain or 
gradually adjust the ratios) and then 
contemplate a restoration of a balanced 
structure in subsequent periods by in- 
creasing the amount of the offerings 
of senior securities. 

As the cost of money on senior 
securities is a fairly stable factor, the 
crystal gazing is primarily concerned 
with future market levels for common 
stock, where the variation in cost of 
money and therefore the possibilities 
for mistakes are greatest. 


Is It Conservatism, or Just 
The “Easy Way’? 


B” there has developed a psychol- 
ogy in some quarters tending 
toward the belief that “You can’t sell 
too much common stock”—the “get it 
back of you” psychology. Immediate 
sale of large amounts of common stock 
is advocated, on the theory that this 
is the hardest part of the financing job, 
and, therefore, it is wise to sell enough 
common for two or three years and 
then, when this has been done, breathe 
a sigh of relief because the way will 
be easy for some time. This is usually 
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called “conservatism.” But the ques- 
tion may be asked just what does it 
conserve? If the term “conserve” 
means anything it should mean pri- 
marily to conserve values for the com- 
mon stockholders, by whom manage- 
ment is employed. 

Also, when we say that the way will 
be “easy” in the future, another ques- 
tion arises : “Easy for whom?” “Easy 
for management?” Yes—maybe. But 
“easy for the stockholders?’ That’s 
another story. But if the common 
equity is thus unduly and prematurely 
increased there is the opportunity to 
“point with pride” to the improved 
equity ratio; to feel that the job of 
future financing has now become 
relatively simple. 

But what has happened to the per 
share earnings? They have been sub- 
stantially diluted, of course. What 
about an increase in the dividend rate? 
Now out of the question because of 
the higher number of shares outstand- 
ing, What about market value? Down, 
also, or staggering to hold its own. 
But why worry about that? For some 
maintain that market levels are simply 
the result of the interplay of uncontrol- 
lable economic forces, with which 
management should not concern itself. 
But may not managerial policy have 
something to do with these market 
levels ? 


Stockholders Can Read Stock 
Quotations 


ly the management is not so interest- 
ed in market value, there is some- 
body who is—the stockholder. He 
may be buying primarily for invest- 
ment—principally for dividend yield 
—but he still feels a lot happier to 
know he has at least a “paper” profit. 
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The Man Who Carries the Ball 


‘ ah oe man who carries the ball for the electric utilities in common 
stock financing (the keystone of their financial arch) is the 
securities dealer. The electric industry is becoming increasingly aware 
of this and of the importance of keeping the dealers fully informed of its 
affairs and of new developments, not only through frequent publication 
of financial statements, but by personal contact through formal or in- 
formal meetings with dealer and security analyst groups.” 





He may not want to sell because he 
has a paper profit, but still he likes to 
know he could sell and make this profit, 
if he so desired. It would appear that 
policies designed to maintain or in- 
crease from year to year earnings and 
dividend pay out will best protect and 
enhance the value of the stockholder’s 
investment. These policies pay off in 
satisfied stockholders, willing to make 
further investments when asked, be- 
cause they have found by experience 
that after each investment the market 
value of the new stock increased, as 
well as earnings and dividends. Liberal 
dividends (which are another story) 
are no doubt a potent factor in this 
result. 

But liberal dividends, in turn are 
made possible largely by raising ad- 
ditional equity money annually in an 
orderly way, and without a high degree 
of dilution in earnings, In other words, 
by asking the stockholders to supply 
only enough new equity money to 
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maintain or slightly increase the equity 
ratio in the capitalization. 


The Common Stock Equity Ratio 


Siew relative importance of the 
common stock equity ratio is a 
separate subject in itself, to which 
justice cannot be done in an article on 
the general subject of financial policy. 
However, financing policy cannot be 
properly considered without giving 
attention to this factor, for no one will 
dispute the desirability of financing in 
a manner that will gradually improve, 
or at least maintain, the book common 
stock equity ratio, nor would any re- 
sponsible opinion advocate the unre- 
stricted use of debt securities to finance 
the expansion program, or any policy 
which would constitute a return to the 
unsound pyramiding and leverage 
practices of the “twenties.” 

But a policy of maintaining and 
gradually strengthening the ratio is 
far different than one of selling large 
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amounts of common stock equity, 
either on the crystal-ball theory or just 
to get the hardest part of the financing 
job out of the way. Moreover, it is the 
responsibility of utility management to 
tackle hard jobs whenever necessary. 

Furthermore, while the common 
stock equity ratio as shown by the 
books is an important criterion of sta- 
bility, as affecting the amount of lever- 
age in the capital structure, there are 
other factors which appear to be gain- 
ing in recognition, such as the propor- 
tion of gross revenues carried down to 
earnings applicable to common stock 
(and to a lesser degree) the equity 
ratio computed in terms of the market 
value of the outstanding securities, 
rather than according to the balance 
sheet. These factors (and many more 
of smaller significance) deserve con- 
sideration in formulating an over-all 
policy as to the most desirable capital 
structure for a given utility. 

Utility management has, of course, 
the primary function of seeing that de- 
pendable electric service is available at 
all times for the public at reasonable 
rates, but, in addition, it has the 
responsibility to the stockholders to 
maintain and increase earnings and 
values (including market values) by 
every legitimate means. 


The Man Who Carries the Ball 
Should Know the Signals 


‘T= man who carries the ball for 
the electric utilities in common 
stock financing (the keystone of their 
financial arch) is the securities dealer. 
The electric industry is becoming in- 
creasingly aware of this and of the 
importance of keeping the dealers fully 
informed of its affairs and of new 
developments, not only through fre- 
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quent publication of financial state- 
ments, but by personal contact through 
formal or informal meetings with 
dealer and security analyst groups. 

But it is also desirable that the 
dealer know the financial policy of the 
electric utility, at least in general terms, 
if he is to function with confidence. It 
is now recognized that this function is 
not merely limited to assisting in ob- 
taining stockholders’ subscriptions or 
distributing new offerings to the pub- 
lic, but embraces the maintenance of 
markets for the common stock at 
proper levels every business day in the 
year. To do this job properly, the 
dealer needs to know the general plans 
of the company as to how and when 
the company contemplates raising the 
funds it will need. This does not mean 
a blueprint or detailed diagram, but 
only a general expression of policy. 

For example, if dealers are aware 
that it is the policy of a company to 
finance “as you go,” approximately 
maintaining the book equity ratio and 
selling senior and junior securities an- 
nually in accordance with this general 
outline, they can proceed with their 
day-by-day trading and distribution 
with reasonable assurance. They will 
not have to fear that those to whom 
they have sold stock will suddenly find 
that the market has suffered a sharp 
decline because of the announcement, 
without warning, that the company has 
decided to offer new stock on a 1-for-2, 
1-for-4, or 1-for-5 basis, thereby dras- 
tically reducing the per share earnings 
and eliminating any hope that may 
exist for an increase in the dividend 
rate. 

Security dealers do not expect de- 
tailed advance notice or blueprinting as 
to the timing and exact amount of the 
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offerings of the various securities to 
be made. They realize that this must 
be left to the judgment and discretion 
of management. But it is helpful to 
them and, therefore, important to the 
company, that they should have suffi- 
cient knowledge of general policy to 
proceed with their normal, continuous 
functions with confidence that the 
company will not “rock the boat.” 


In Conclusion 


~~ factors must necessarily 
enter in the formulation of a 
proper financial policy for each utility 
company. But it seems desirable that 
the particular circumstances be adapted 
to a sound and consistent general 
‘ principle. 

As such a general principle it ap- 
pears that a policy of financing “as you 
go,” carefully planned to meet the 
particular needs of the individual util- 
ity, would be best suited to the require- 


ments of the electric industry, in most 
cases. Such a policy would eliminate 
the element of long-range speculation 
in stock prices and money rates, would 
permit security dealers to perform 
their day-to-day function with maxi- 
mum confidence (and therefore with 
the greatest efficiency), and thus tend 
to promote stability in values. 

Above all, this policy would tend 
toward a steady improvement in earn- 
ings and dividends which should con- 
stitute the best inducement to stock- 
holders and the general public to con- 
tinue to provide from time to time, and 
at reasonable cost to the companies, the 
additional equity capital which the elec- 
tric industry will need to complete its 
expansion program. Returning again 
to the original metaphor, it would seem 
to be the course which, if steered care- 
fully, is most likely to bring the good 
ship “Electric Utility Industry” safely 
to harbor. 





“Cy of the fundamental facts of truth that we must be 
prepared to tell the American people is the truth about 


American business. The thing we forget is that too many of 
the men and women who work in industry are victims of clever 
Communist propaganda, and do not get the truth. They do not 
know how business operates. They do not know what profit is. 
They do not know the relationship between wages and frices. 
They haven’t got the truth about the tax situation in these 
United States which today is taking more than 30 cents out 
of every productive dollar. We have got to tell it to them. 
“Now this is a straight sales problem. Our product, the prod- 
uct we have to sell, is the truth. With it we have got to restore 
the faith of the American people in themselves. We must help 
them get back the spiritual strength which, I am sure, is still 
there. We must bring it back to life. We must restore their 
faith in the spiritual force that made America great. We must 
do it by simple means.” 
—WaALLACE F, BENNETT, 
President, National Association 
of Manufacturers. 
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Will Public 


Power Stall 


The Utilities? 


An analysis of steps taken and arguments advanced 

to maintain the private independent system in the 

electric utility industry, as against the advancing 
strides of public ownership. 


By JOHN P. CALLAHAN* 


HIS article is somewhat in the 

nature of a sequel to the thought- 

provoking one by Colonel H. S. 
Bennion, managing director of the 
Edison Electric Institute, in the June 
23rd issue of the ForTNIGHTLY. Par- 
ticularly, we have singled out for ex- 
pansion his statement (in italics on 
page 854 of that issue) to the effect 
that the way by which the electric com- 
panies can avert further invasion of 
the electric power field by public pow- 
er on all levels of government—Fed- 
eral, state, and local—is an unrelenting 
drive to get across to the legislators 
and their constituents this simple but 
apparently not widely understood fact : 
Public power imposes a heavy burden 
on the taxpayer, while private power, 
which provides better service generally, 
assumes that tax burden to the benefit 


*Utility financial news expert of The New 
York Times. 
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of all the members of a community. 

We will not deal here with the po- 
litical consequences resulting from dis- 
placement of free enterprise, as repre- 
sented by tax-paying private electric 
companies, with government-owned 
and -operated generating, transmission, 
and distribution systems, which are 
virtually tax-exempt, An obvious ex- 
ample of the latter is extant in England 
where the promise of better electric 
service at lower rates actually has re- 
sulted in inferior service at higher 
rates. 

Colonel Bennion also made the ob- 
servation that “the best insurance for 
each [business-managed electric] com- 
pany against such danger ever arising 
in its service area is a big and genuine 
credit bank of local public esteem con- 
stantly renewed and built up.” 

Indicating an awareness of the need 
for customer and other public under- 
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standing of the problems that confront 
the industry, several leading utility 
executives talked about plans that they 
were going to put into action after 
their convention in Atlantic City, New 
Jersey, a few months ago. They told 
the press that extensive campaigns 
would be launched to acquaint the peo- 
ple with the issues involved in public 
power. Some of them also remarked 
that they would bring their problems 
to the attention of their Congressmen 
when they returned home from Wash- 
ington. 


Hew much has been done along 
these lines ? Does the public know 
the story? And if so, just how many 
care? A lot more than simply telling 
them that free enterprise is threatened, 
or that Socialism is in the making here, 
will have to be done. The case has to 
be presented as a personal issue, one 
in which the customer of the utility 
will begin to realize that it is his money 
the governments talking about when 
multimillion-dollar appropriations are 
being sought by public power pro- 
ponents at congressional hearings. 

The layman loses interest when law- 
yers and engineers and tax experts 
sound off in rhetorical phrases. Too 
often the professional men forget to 
translate their board-room parlance 
into everyday language, 

Perhaps on the whole it can be said 
that recognition of these elementals is 
progressing in the industry. Even 
though the instances are isolated, if 
they are vigorously pursued their suc- 
cesses will be sufficient to convince 
other industry men that they, too, could 
adopt them with success. 

In a recent survey of utility compa- 
nies located in areas where the threat 
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of public power competition is actual 
or potential, we found several utility 
men who are aggressively pursuing a 
program of public information de- 
signed to acquaint the legislators in 
Washington and in local government, 
and the public, with the fact that cer- 
tain public power bureaus are planning 
duplicate facilities, despite the fact that 
the cost of power and irrigation would 
be greater under public ownership than 
if managed by the private electric com- 
panies. 


WwW: might pause here to say that 
much of the planning now going 


on in electric company parleys is late. 
Not too late, perhaps, but certainly not 
far beyond the preliminary stage. As 
an evidence of this, it is well-nigh im- 
possible to find a utility company where 
an official can tell you he has success- 
fully completed a major campaign to 
stand off public power, Of course, 
there are examples of a victorious fight 
against imposition of municipal owner- 
ship in spot sections throughout the 
country, but here, again, the result may 
not be due entirely to the efforts of the 
utility company. Frequently, heavy and 
decisive support came from other busi- 
nesses or associations of businessmen. 

But getting back to what the utilities 
are doing to stand off public power. 
Out on the West coast, for example, 
the Pacific Gas and Electric Company, 
engaged in the largest construction 
program of any utility in the industry 
—$324,000,000 from 1945 through 
1948, and about $750,000,000 through 
1951—made a very good case before 
the Senate Committee on Appropria- 
tions in June in its testimony against 
the Bureau of Reclamation’s Central 
Valley project, Several of the items 
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contained in the bureau’s budget re- 
quest were knocked off in the commit- 
tee’s report, due in no small measure 
to the efforts of James B. Black, presi- 
dent of the utility, who impressed the 
committee with much pertinent infor- 
mation. He told the committee that the 
company paid more than $170,000,000 
in Federal taxes alone in the nine years 
through 1948. State and local taxes in 
the same period exceeded $138,000,- 
000. True, the Senate largely put back 
committee cuts; but a good start was 
made and many kind words spoken for 
the need of government-industry co- 
éperation to avoid duplication. This is 
a splendid, if rather late and limited, 
beginning. 

This is the sort of testimony that 
sets a Congressman to thinking before 
he will approve expenditures on a proj- 
ect—or disapprove—especially when 
the proposed construction would result 
in duplication of facilities, or a waste 
of the tax money paid by a utility. 


O* the lower government levels, 
state and local, a utility company 
can make quite an impression in its 
case when it shows, as PG&E did, that 
it pays taxes in 47 of the 58 counties 
in California, and, furthermore, that in 
a number of those counties it pays more 
than 50 per cent of the total taxes col- 
lected for county purposes, 
Elsewhere in his testimony Mr. 


e 


Black made some flat statements that 
at least caused the Senate much seri- 
ous argument before approving the un- 
precedented $590,685,911 appropria- 
tion for the Interior Department’s fis- 
cal year ending June 30, 1950. By the 
time this article is in print Congress 
will probably have given such action 
full approval. 

But, to repeat, the ferment of econ- 
omy now begins to work in the con- 
gressional mind. Referring to a request 
for $12,725,000 for “wholly unneces- 
sary power facilities for the Central 
Valley project in California,” Mr. 
Black said such funds were part of “a 
long series of appropriations which, if 
allowed, will result in the wasteful ex- 
penditure of $85,000,000 within the 
next few years.” 


6 bew expenditures for the commer- 
cial electric systems, even if fully 
loaded, said Black, would .cost the 
water users and the Federal taxpayers 
$5,000,000 a year more than if the 
power continued to be sold to the com- 
pany (PG&E) at Shasta substation, as 
is the practice now. The utility opposes 
only those appropriations which would 
give Reclamation a steam plant and 
transmission and distribution facilities 
south of Shasta. 

Then he cited a fact which has 
stirred up much opposition to Recla- 
mation by several organizations in 


“THERE is a lack of unity in the [electric utility] industry. 
The absence of industry-wide unanimity of purpose—t.£., 
active opposition to public ownership of power generation, 
transmission, and distribution—stems not so much from con- 
flicting opinion as it does from apathy on the part of those 
remaining utility executives who stay out of the fight because 
they are not affected by public power—yet.” 
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California, including the 52,000 mem- 
bers of the state’s Farm Bureau Fed- 
eration, the California Manufacturers 
Association, which represents more 
than 600 manufacturing concerns, and 
labor unions of the CIO and the AFL. 
Altogether, these groups speak for the 
customers who use three-fourths of 
the power sold in the company’s exten- 
sive service area, The fact was this : To 
get the $5,000,000 a year out of the 
project to carry its proposed electric 
system, the bureau had to fix water 
rates for class I water at $3.50 an acre- 
foot. This compared with $1.25 to 
$1.50 a foot made possible under the 
present arrangement by which the 
power is sold at Shasta substation. 


, I ‘HIS is a very important issue to 
the Farm Bureau Federation, one 


of whose spokesmen, Edson Abel, as- 
sistant director of its public utilities de- 
partment, had his extensive remarks 
entered onto two pages of the Congres- 
sional Record by California’s Repre- 
sentative Thomas H. Werdel on June 
16th. Among other things, Mr, Abel 
decried the bureau’s request and 
charged that the irrigators were “be- 
ing forced to pay dearly because of a 
bureaucratic obsession,’ and were 
“faced with mounting penalties unless 
the Congress takes the necessary ac- 
tion.” 

These are the kind of facts that 
should be driven home to the people in 
a community. In the most favorable 
connotation of the word, the facts have 
to be exploited if they would accom- 
plish the end for which they were ad- 
vanced. But they have to be discussed 
in relation to the taxpayer’s pocket- 
book. 

Moving east to Colorado, one finds 
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an intensification of effort to expose 
the “fact that every taxpayer and every 
electric consumer should know,” as the 
Public Service Company of Colorado 
put it. There, almost in the shadow of 
the only all-public power state (at the 
sub-Federal level), Nebraska, Public 
Service is pounding away with facts 
about the $144,581,000 Colorado-Big 
Thompson that show the taxpayer how 
the Federal government can save $4,- 
634,000 on that part of the project in 
the northern section of the Centennial 
state by not constructing lines that 
would duplicate the utility’s. Also, 
Public Service of Colorado has sub- 
mitted to the Bureau of Reclamation 
an offer by which the bureau could use 
the company’s facilities. The initial 
cost of the lines, which would inter- 
connect the Big Thompson project 
with the company’s transmission sys- 
tem at Valmont, is estimated in Recla- 
mation’s budget for the 1950 fiscal year 
at $769,000, 


I addition, the company has offered 
to purchase all power from the 
project at a price equivalent to what 
it would cost the utility to generate the 
same amount of power. The carrying 
charge would be paid by Reclamation, 
according to the company’s proposal, in 
lieu of the agency constructing the 
lines and related facilities, Thus, the 
“preference” customers would get the 
power at the same rate as though the 
bureau built its lines to them. Inherent 
in the company’s proposal is the advan- 
tage for the preference customers of 
having the company’s entire steam sys- 
tem firming up the power delivered by 
Reclamation. 

At this writing, the Senate had re- 
jected the recommendation from its 
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Preference for Tax-exempt Public Agencies 


. a ty is ironic that during the past decade or so, while power consumers 

in Nebraska have not had to pay anything into the Federal Treas- 

ury, their prototypes in South Dakota have paid millions of dollars, And 

despite this incongruity, because of § 5 of the Flood Control Act of 1944, 

there is every likelihood that the users of electricity in Nebraska will get 
preferential treatment in the distribution of Federal power.” 





Appropriations Committee which 
would give Colorado-Big Thompson 
$20,172,750. The committee disal- 
lowed some $661,000 for transmission 
lines in the northern section of the 
state where Public Service has its own 
transmission lines. 

But, this utility has not finished its 
battle yet. Among other issues, it is 
waiting for action on a long-contro- 
verted score over the right or authority 
of the bureau to engage in the trans- 
mission and distribution of power in 
competition with a privately owned 
utility, and thereby indirectly con- 
demning the property. It is expected 
that the ultimate decision will come 
from the United States Supreme 
Court. 


Gureme north over Nebraska, we 
land in South Dakota where the 
private utilities are busy negotiating 
contracts with the Bureau of Reclama- 
tion for the purchase of secondary 
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power from dams being built on the 
Missouri river. For the basin as a 
whole, the Senate Appropriations 
Committee originally recommended 
$81,668,560, an increase of $7,846,000 
over the House figure of $73,822,500. 

Most of the utility men in the Coyote 
state are fearful that they may follow 
along the same road of oblivion that 
their predecessors had to take in Ne- 
braska. For that reason it is difficult to 
get any executive of a private utility 
in South Dakota to air his views on 
public power as it affects his company. 
It is therefore logical to conclude that 
they will be amenable to contract pro- 
visions with Federal power agencies 
that would be delayed or modified un- 
der other circumstances. 

It is ironic that during the past dec- 
ade or so, while power consumers in 
Nebraska have not had to pay anything 
into the Federal Treasury, their proto- 
types in South Dakota have paid mil- 
lions of dollars. And despite this in- 
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congruity, because of § 5 of the Flood 
Control Act of 1944, there is every 
likelihood that the users of electricity 
in Nebraska will get preferential treat- 
ment in the distribution of Federal 
power. 


_ the utility men in South Da- 
kota will tell you, however, is that 
the big industry user, the commercial 
customer, and the experienced residen- 
tial consumer is much more concerned 
with the quality and dependability of 
service, rather than in lower rates. And 
this is true in almost every section of 
the country because power rates are 
not decisive factors in a customer’s 
choice of location, He is invariably 
willing to pay a so-called premium for 
dependability, although, again, the 
premium is too negligible to be worthy 
of the name. 

We have purposely limited our sur- 
vey to the areas which are in the front 
line of the public power battle, And 
while the line runs to the other three 
sections of the nation in varying de- 
grees of activity, our purpose would 
be no better served if we had included 
the other sections. The story is about 
the same wherever you go: Sporadic, 
last-minute efforts are being made, now 
that public power is at the front door. 
Congress is hearing more testimony 
from more power men and, in some in- 
stances, appropriations for Federal 
power sites are being trimmed. But on 


the whole the industry is showing less 
aggression than the proponents of pub- 
lic power, with the latter represented 
by zealots in many areas far from the 
Capitol. 


ee the utility industry the 
writer has met several men who 


are actively devoted to the cause of 
free enterprise, as opposed to govern- 
ment ownership. But their number is 
relatively small when one realizes that 
there are so many who say so little. 

There is a lack of unity in the indus- 
try. The absence of industry-wide 
unanimity of purpose—.e., active op- 
position to public ownership of power 
generation, transmission, and distribu- 
tion—stems not so much from conflict- 
ing opinion as it does from apathy on 
the part of those remaining utility 
executives who stay out of the fight be- 
cause they are not affected by public 
power—yet. 

To those who are unconcerned, who 
feel that what happens in the rest of 
the country does not concern them, it 
might serve a purpose to recall that last 
February Secretary of the Interior 
Julius A. Krug, speaking in New York 
before the National Rural Electric Co- 
Operative Association’s convention, in- 
dicated the probability of public power 
in the East in our time. 

England offers an example for those 
who would dismiss the possibility of it 
happening here. 





CON ANY persons think Capitalism or free enterprise means big busi- 
ness. Of course, big business is part of free enterprise, but so 
are the small and middle-sized firms that are an over-whelming majority 
of the 425,000 corporations in America. So are the 6,000,000 farms. 
Free enterprise is the sum total of all the ways in which Americans 


gain a livelihood. It is not something apart from the public; 


public.” 


it is the 


—Ernest T. WErr, 


Chairman, National Steel C orporation, 
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Seventy Years of Edison’s 
Electric Light 


A review of the small beginnings, growing pains, and 

present problems of the electric power industry in the light 

of Edison’s historical incandescent bulb which celebrates its 

seventieth birthday, October 21, 1949. A thumbnail saga of 
Edison from “crackpot” to “genius.” 


By DONALD T. BURKE* 


iness is the people’s business.” 

So stated a public power advo- 
cate early this year at a meeting of a 
national organization whose existence, 
according to the same speaker, “pro- 
vides a vehicle through which our 
people may assist each other in driving 
as a group for all these (public power ) 
programs.” 

Contrast with the above, the 
“people’s”’ attitude some sixty-nine and 
a half years ago when six months after 
his accomplished efforts which made 
this “electric age” possible, Thomas 
Alva Edison is depicted in a cartoon in 
Puck magazine as one of a group of 
“demigods and nuisances” whose mass 
removal to the oblivion of the “Dump- 
ing Grounds” could turn an otherwise 


*Associate editor of Pustic Urtiiities Forr- 
NIGHTLY, 


‘4 [ this electric age the power bus- 
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onerous May first moving day into one 
of popular rejoicing. 

Seventy years ago this month 
Thomas Edison, knowing only his own 
abilities and his freedom to use them, 
successfully invented the first practical 
incandescent lamp, thereby marking 
the birth of the present-day electric 
power system. Soon thereafter the 
people did recognize the power business 
as its business because of its public in- 
terest and brought it under regulation 
but allowed it to develop and grow in 
the same atmosphere of free oppor- 
tunity in which it was born. Mr. Edison 
well appreciated the need for this free 
development in 1928 when he wrote: 
“|. great days are ahead of this na- 
tion and the world. And electricity will 
have a great part to play, granted only 
that it can be unfettered, with full 
opportunity for the largest possible 
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energy.” 


individual initiative and 
ee years ago in 1929, on the 

occasion of Light’s Golden Jubilee, 
the inventor paid tribute to the indus- 
try’s initiative and accomplishments 
and further charged it in these words: 

““... TL have been deeply impressed 
in observance of the magnificent pro- 
portions with which electrical develop- 
ment has attained. This wonderful 
combination has been achieved through 
the labors of many men of many minds 
in the fifty years that have elapsed since 
the unprecedented but effectual founda- 
tion was made in the broad field of elec- 
tricity, heat, and power... .I am proud 
of the electrical industry—of its vision, 
courage, zeal, and devotion to public 
service; and I suspect every American 
feels the same way about it... . The 
record is wonderful; but, fine as it is, 
it can be made still better and I have a 
feeling that in your hands it will be.” 

Today, twenty years later, the indus- 
try, through the eyes of its quarter- 
million men and women employees, 
looks at the “electric age” it has 
fashioned and cites a record of achieve- 
ment which more than justifies the con- 
fidence placed in it by Mr. Edison. To- 
day it finds that the number of its cus- 
tomers has swelled from the 1929 
figure of 24,000,000 to 42,500,000, its 
generating capacity has more than 
doubled from 30,000,000 to 61,000,000 
kilowatts, and its annual production has 
increased over threefold from 92 billion 
to 290 billion kilowatt hours of elec- 
tricity, 

A continued effort tomake the record 
better is evidenced by the half-com- 
pleted expansion program which is the 
greatest undertaken by any industry. In 
the six years from the end of the last 
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wartime year of 1945 to the end of 
1951, the industry will have added 
nearly 26,000,000 kilowatts of new 
generating capacity. This addition 
represents over 50 per cent of 1945’s 
capacity, and is only 4,000,000 kilo- 
watts below the industry’s total capacity 
in 1929. About 21,000,000 kilowatts 
of the new capacity will be installed by 
the business-managed electric com- 
panies, four times the amount to be in- 
stalled by Federal and municipal gov- 
ernments and REA cooperatives com- 
bined. 


| is the American home the “electric 
age’”’ continues to blossom in its full- 
est flower. In 1929 the electric iron, 
which was used in 19,000,000 out of 
20,000,000 homes, represented the 
acme of the average housewife’s elec- 
trical luxury. The vacuum cleaner was 
then used in only half of the total 
homes, less than 2,000,000 of 1929's 
electrical homes had refrigerators, and 
there were about 4,400,000 radio sets 
in the United States. Today the lux- 
urious electrical age is pretty much 
taken for granted in the average home. 
Virtually, all farm and domestic elec- 
tricity customers have radios, and over 
90 per cent of them have electric irons, 
with twice the number of homes re- 
ceiving service. Three-quarters of to- 
day’s domestic customers consider elec- 
tric clocks and refrigerators a necessity 
for normal domestic activity. Vacuum 
cleaners, toasters, and washing ma- 
chines enjoy a similar popularity by a 
majority of the electrical customers. 
From day to day, American home 
existence is demanding the services of 
such diversified household helpers as 
electric ranges, coffee makers, heaters 
and heating pads, mixers, hot plates, 
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sandwich toasters, electric shavers, and 
waffle irons. Luxuries today, but neces- 
sities tomorrow — electric blankets, 
freezers, roasters, and television re- 
ceivers are gaining increasing popu- 
larity. 

A good deal of credit for the nation- 
wide acceptance of these electrical ap- 
pliances stems from the fact that the in- 
dustry through technological develop- 
ment and efficient production has re- 
duced the cost of electricity to the ex- 
tent that it takes less than nine-tenths 
per cent of one per cent of the average 
family’s budget. An appreciation of its 
minuscule place in the family budget is 
seen in a striking comparison when it is 
noted that tobacco and smoking sup- 
plies, normally accepted as trivial, re- 
quire almost three times the amount of 
money spent on electricity, 


} | \WENTY million residential custom- 


ers in 1929 used an average of 502 
kilowatt hours of electricity and paid 
an average bill of $31.78, resulting in 
an average revenue per kilowatt of 
6.33 cents. By October, 1949, the ranks 
of the residential customers had in- 
creased almost 15,000,000. Their aver- 
age annual consumption reached a new 
high of 1,650 kilowatt hours, three 
times that of 1929; and their annual bill 
had increased by a little over a half to an 
average of $48.85 despite the inflation- 


e 


ary trends of recent years—all this be- 
cause an alert and efficient industry had 
reduced the cost of getting the elec- 
tricity to the home and as a result cus- 
tomer revenue per kilowatt hour now 
stood at a new low of 2.96 cents. 

Industry, the quantity user (which 
in many ways was making an electric 
home possible), reflected its advances, 
by nearly tripling its consumption of 
electricity from 43 billion kilowatt 
hours in 1929 to 124 billion kilowatt 
hours in the present year. Customers 
in the small power and light classifica- 
tion — such commercial users as stores, 
shops, offices, the smaller factories, 
hotels, filling stations, theaters, and 
recreation services—more than tripled 
their consumption during the 20-year 
period. Their 1929 use was about 13 
billion kilowatt hours; their 1949 use, 
45 billion. 

Electricity has been put to work on 
the farm where an extra hand is always 
needed. Over a half-million farms 
were being served at the end of 1929 
and were using an average of 672 kilo- 
watt hours. Today 89 per cent of all 
the farms have electricity available and 
4,800,000 farm customers, or 82 per 
cent, are already taking service. Evi- 
dence of this utilitarian farm consump- 
tion is found in the 1949 average con- 
sumption figures of 2,200 kilowatt 
hours, which exceeds the average ur- 


only his own abilities and his freedom to use them, success- 


q “SEVENTY years ago this month Thomas Edison, knowing 


fully invented the first practical incandescent lamp, thereby 
marking the birth of the present-day electric power system. 
Soon thereafter the people did recognize the power business 
as its business because of its public interest and brought tt un- 
der regulation but allowed it to develop and grow in the same 
atmosphere of free opportunity in. which it was born.” 
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ban user’s total by an amount practi- 
cally equal to that consumed on the av- 
erage farm in 1929. Of this total of 4,- 
800,000, nearly ten times the number 
of farms served in 1929, the business- 
managed companies serve 2,400,000, 
the REA codperatives 2,200,000— 
with 60 per cent of the power for these 
cooperatives’ operations being supplied 
wholesale by the private electric com- 
panies—and municipal plants and other 
local public agencies supply 200,000. 
With the widespread use of labor-sav- 
ing electrical farm machinery, the in- 
dustry does not view as unlikely the 
possibility of an average consumption 
of 6,000 kilowatt hours in the not-too- 
distant future. 


Bow record of the industry attesting 

to the superior environment of a 
free enterprise economy today stands 
challenged from a quarter which Edi- 
son recognized and properly analyzed 
in an interview given in the Golden 
Jubilee Year. This challenge of social- 
ist power, which claims that the gov- 
ernment belongs in the power business, 
had even then assumed proportions of 
such magnitude that Edison was alert 
to its real significance. Today, the in- 
dustry observes with justifiable concern 
a steady growth of government in the 
power business. The power industry, 
which by its very nature has long been 
recognized as a business vested with the 
public interest and consequently regu- 
lated by public.authority, must now 
cope with an umpire of its relations 
with the public, who has decided also 
to go into the business. 

In holding forth as a purveyor of 
power at a low price, the government 
gains many advocates for the more 
practical than equitable reason that, by 
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ordinary business principles, it is only 
natural for the customer to seek out and 
patronize the low-priced supplier. The 
main hitch in this case is that the cus- 
tomer may not see through the ap- 
proach; namely, that the government 
is really not in business by the ordinary 
standards that recognize competition 
and lower prices. Normal costs of busi- 
ness are not taken into consideration. 

Dean Russell, in his book The TVA 
Idea, points out the incongruity of the 
public power claim in the case of its 
Exhibit A, the Tennessee Valley 
Authority, when he says: 

“In defense of these tax exemptions, 
TVA says that private companies pay 
only a certain percentage of their 
profits as taxes to the Federal govern- 
ment. TVA claims that it pays all of its 
profits to the Federal government, call 
it taxes or whatever you wish. But this 
TVA claim begs the question of its 
costs as compared to the costs of pri- 
vate companies. It assumes that TVA 
makes a profit. But how can a profit be 
determined until all costs are calculated 
and fully met ?”’ 

Senator Norris, TVA’s greatest 
apostle, once said, when considering a 
proposal that TVA’s property be sub- 
ject to taxes the same as everybody 
else’s : 

“If we go to that extreme, Senators 
can see that the TVA would be out of 
business in three months.” 


> reer viewed only a few of the 
detrimental effects on free econ- 
omy which public power in practice has 
brought to the fore, it is interesting to 
note just what Mr. Edison had to say 
in that interview on the subject in 
Light’s Golden Jubilee year : 

“Water power is a political issue, not 
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The Electric Age Begins at Home 


. se the American home the ‘electric age’ continues to blossom in. its 

fullest flower. In 1929 the electric iron, which was used in 19,000,- 
000 out of 20,000,000 homes, represented the acme of the average house- 
wife's electrical luxury. The vacuum cleaner was then used in only half of 
the total homes, less than 2,000,000 of 1929's electrical homes had re- 
frigerators, and there were about 4,400,000 radio sets in the United 
States. Today the luxurious electrical age is pretty much taken for 

granted in the average home.” 





a business one. , . . There is far more 
danger in public monopoly than there 
is in private monopoly, for when the 
government goes into business it can 
always shift its losses to the taxpayers. 
If it goes into the power business it can 
pretend to sell cheap power and then 
cover up its losses. 

“The government never really goes 
into business, for it never makes ends 
meet. And that is the first requisite of 
business. It just mixes a little business 
with a lot of politics and no one ever 
gets a chance to find out what is actu- 
ally going on... . Any large extension 
of the government into business affairs 
—no matter what the pretense and no 
matter how the extension is labeled— 
will be bound to promote waste and put 
a curb on our prosperity and progress. 
Somehow, and probably it is in the very 
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nature of things, a government office 
is below the level of a private office.” 


5 bw wisdom of these words is 
brought into sharp focus in these 
days when the water-power football is 
receiving a verbal “boot” in most every 
political play. Heavyweight verbiage 
and grandiose schemes involving astro- 
nomical sums, spawned on political 
grounds where promises are cheap and 
gullibility plentiful, present a formid- 
able challenge to the industry. This 
is an industry which knows that the 
fruits of its progress represent years of 
dealing with dollar-and-cents reality in 
a free economy—an economy where it 
is held responsible for its utterances 
and every plan or suggestion has to be 
backed up by tried and true facts, 
Edison watching the glowing fila- 
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ment seventy years ago in Menlo Park 
after hundreds of unsuccessful efforts, 
a humming electric power plant pre- 
ceded by disappointing failures of 
the earlier ones, a smooth running trol- 
ley car with a tale of numerous brush 
failures to tell—these pictures and 
many thousands more comprise an al- 
bum of achievement which can only re- 
affirm man’s faith in the system which 
made them possible. It was and is a 
system requiring financial courage and 
foresight which rival yet supplement 
the courage and foresight of such men 
as Thomas Edison. 

The Edison Electric Light Company 
was not founded with tax dollars but 
with the dollars of men who had faith 
and confidence in his abilities and his 
right to the free use of them. This con- 
fidence was borne out by Edison’s per- 
sonal business participation with his 


early associates in founding the Edison 
Electric Light Company. In this case 
the result was success, But had it been 
failure, the loss would have been borne 
by those who had knowingly taken the 
risk. This is quite a different story from 


present-day government planning 
where farsighted initiative is throttled 
through the draining of the nation’s 
reservoir of risk capital by tax demands 
to support costly government-in-busi- 
ness schemes. 

Were Edison alive today, remarks 
by him recognizing the large extension 
of government into business as a pro- 
motion of waste and “a curb on our 
prosperity and progress’ might be 
brushed off in some quarters as “scare 
words.” In the same category might 
also be placed the following words of 
Alexander Hamilton: 

“A dangerous ambition more often 
lurks behind the specious mask of zeal 
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for the rights of the people than under 
the forbidding appearance of zeal for 
the firmness and efficiency of govern- 
ment. History will teach us that the 
former has been found a much more 
certain road to the introduction of 
despotism than the latter, and that of 
those men who have overturned the lib- 
erties of republics, the greatest number 
have begun their career by paying an 
obsequious court to the people; com- 
mencing demagogues, and ending ty- 
rants.” 


grag John Foster Dulles of New 
York recently defined one of the 
most controversial of the so-called 
scare words when he said: “Statism 
represents man’s conceit that he can 
build better than God. God created 
men and women with great moral pos- 
sibilities—industry, thrift, creative- 
ness, self-control, compassion, love of 
God and fellowman. These qualities 
are the foundation of every good so- 
ciety ; and government should be a way 
to give these qualities cooperative ex- 
pression. But sometimes those in pow- 
er lose faith in their fellowmen. So they 
take more and more of the fruits of 
human labor so that they may, as they 
think, do more and more for human 
welfare. That process destroys the in- 
dividual’s incentive to produce and de- 
stroys his sense of social responsibility. 
It makes human beings into mere cogs 
in a man-made machine.” 

Thomas Alva Edison recognized in 
himself such “great moral possibili- 
ties.” He was attuned to a society 
where he could utilize them to greatest 
possible advantage without interfer- 
ence. He laid the groundwork for the 
establishment of the great electric 
power industry which became the in- 
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strument by which thousands of other 
men developed their “moral possibili- 
ties” to an outstanding degree. Some 
idea of the vastness of Edison’s accom- 
plishments was voiced recently by 
Charles E, Wilson, president of Gen- 
eral Electric, himself one of the most 
striking examples of a man who made 
good along similar lines: 

“The miracle of electric power, one 
of the truly great miracles of modern 
life, is not scientific achievement but 
economic achievement, on a scale so 
vast that we have never been able to 
evaluate it.” 


O* this, the seventieth anniversary 


the industry has proudly pointed to its 
fulfillment of the trust placed in it and 
the carrying out of the charge given it 
by Mr. Edison on its Golden Jubilee. 
Thomas Edison is not here today to 
commend the record but, in his last pub- 
lic utterance, the electric power indus- 
try can find inspiration for still greater 
accomplishments : 

“My message to you is: Be coura- 
geous, I have lived a long time. I have 
seen history repeat itself again and 
again. I have seen depressions in busi- 
ness. Always America has come out 
stronger and more prosperous. Be as 
brave as your fathers before you, Have 
faith. 

“Go forward.” 


of the “electric power miracle,” 





ad oe other day we stopped at the headquarters of an oil 
company to ask for some road maps for a contemplated 
trip. It turned out there was a special department for guidance 
of this sort and we were not only courteously received but pro- 


vided with a special routing, carefully worked out even down to 
the detail of having the places where there was construction 
marked. The whole operation took about ten minutes. 

“There is nothing unusual about this. But it happened we 
made another visit the same day—this time to a local bureau 
of one of the Federal government's agencies. We waited half 
an hour in queue and were then received with something best 
described as suspicious hostility. We were advised in no un- 
certain terms that our very simple request could not be granted, 
although the same bureau had assured us by telephone it could 
and would be at once. Eventually it was, but it took two different 
trips, stacks of forms, and about three hours altogether. 

“There is nothing unusual about this either. The contrast, 
however, impressed us. In the one case we were treated not 
with servility but with a certain consideration as human beings 
who might be potential customers. We are under no illusion 
that anything but the profit motive was responsible for this 
attitude. In the other case we were treated as something less than 
human, as sort of depersonalized digits. We are equally under 
no illusion that the lack of a profit motive was responsible for 
this attitude. 

“Tt occurred to us that if the proponents of the welfare state 
had their way we would be pleading for our road information— 
as well as taking care of all our wants—through such govern- 
mental ‘channels.’ It was not a cheering thought.” 

—EDITORIAL STATEMENT, 
The Wall Street Journal. 
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Washington and the 
Utilities 


A “Powerful” Political Jamboree 


I’ the Democrats have their way about 
it the public power issue is going to 
be an important battleground of the 1950 
congressional elections. That was the 
inference that a number of political ob- 
servers were making in the wake of the 
recent Western States Democratic Con- 
ference held in San Francisco last month. 
Of course it takes two to make a fight, 
and maybe the Republicans will have 
other and more exciting things to talk 
about in the 1950 campaign. 

The stress laid on the western states 
by the administration’s political advisers 
is understandable in view of the con- 
tinued blockade of major “Fair Deal” 
measures by the southern Dixiecrat 
coalition. The idea seems to be that if 
the West can be built up by appeals to 
farm and labor union votes, the Dixie 
rebellion can be taken in its stride. 

At any rate it looked almost as much 
like a national meeting of administration 
bigwigs as it did a mere regional confer- 
ence. Just about the entire top level of 
the Interior Department moved in to 
impress the western political leaders with 
the fact that the Truman administration 
had redeemed its 1948 campaign promises 
to the West in the field of resources 
development. Also, there was Vice 
President Barkley, Secretary of Agricul- 
ture Charles F. Brannan, Secretary of 
Commerce Charles Sawyer, Secretary of 
Labor Maurice Tobin, and Economic 
Adviser Leon Keyserling. 


Tl was Vice President Barkley, who 
has been making keynote addresses so 
long he could almost qualify for a piano 
tuner’s license, who sounded the pitch 
for the meeting with this statement : 
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The key to western development is 
electric power. Regardless of what 
anybody may say or the propaganda 
that may be promoted by any organiza- 
tion, there is a scarcity of power, not 
only in the West, but throughout the 
United States as a whole. 


Secretary of the Interior Julius A. 
Krug warned that, despite the progress 
made under the Fair Deal, reclama- 
tion and power development in the west- 
ern states was “dangerously behind 
schedule.” He pictured a 5-year lag in 
the furnishing of adequate water sup- 
plies and a lag of about two years in 
supplying of low-cost power. 

Both Vice President Barkley and Sec- 
retary Krug called attention to this 
year’s prospective expenditures of more 
than $400,000,000 on the reclamation 
program alone and the Interior Depart- 
ment served notice through Assistant 
Secretary C. Girard Davidson that the 
“next great task” of the administration 
in the resource field was to establish a 
Columbia Valley Administration “for 
building up the Pacific Northwest.” 

What Vice President Barkley de- 
scribed as “the increased devotion” of 
the Democratic party to “the welfare of 
the West” was hailed during the day at 
a series of panel discussions. 

In his address Vice President Barkley 
assured the West that it was “no longer 
considered a storehouse of raw materials 
for industrial areas elsewhere” but was 
“a full partner with the balance of the 
nation, with a balanced economy of in- 
dustry and agriculture, raw material 
extraction, and industry.” 

He said that this year’s expenditures 
on western reclamation projects exceed- 
ed those of the thirty years before 1933, 
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but cautioned that there was “still a long 
way to go.” The ultimate cost of projects 
now under way the Vice President put 
at $3,250,000,000. He went on to say: 


We know that the great power re- 
sources of our rivers will not and can- 
not be developed except through the 
assistance of the government. No pri- 
vate enterprise can or will be expected 
to develop a whole river valley along 
the lines of the development in the 
Tennessee valley under an act of 
Congress creating the Tennessee Val- 
ley Authority. 


ENYING that his statement was 

meant as “political propaganda,” 
the Vice President described the Interior 
Department’s program adopted at this 
session of Congress as the best ever 
approved by Congress for “employment 
and development of our natural re- 
sources.” 

Joseph D. Keenan, national director of 
the AFL Labor’s League for Political 
Education, accused “private power 
monopolists” of resorting to “rear-guard 


delaying tactics,” such as “using smear 
campaigns against single-agency river 
basin developments which would mean 


highest efficiency with lowest-cost 
power.” 

Probably the busiest man at the meet- 
ing was Representative Michael Kirwan 
(Democrat, Ohio), who kept pointing to 
the need for the Democrats to pick up 
more western seats in Congress. In the 
eleven western states Democrats and 
Republicans have an even break on forty- 
eight Congressmen—with the Democrats 
favored to pick up the vacancy left by 
the late Representative Welch of Cali- 
fornia. 

But Kirwan was even more blunt about 
the party’s view that voting for public 
power projects is a sure way to election 
and political success—in a speech at Fort 
Collins, Colorado, September 10th. Kir- 
wan even baited some Senators of his 
own party who failed to speak up and 
ask for “more” when the public power 
appropriations were being passed around. 

It is probably coincidental that Kir- 


495 


wan was accompanied by Representative 
Carroll (Democrat, Colorado) who is 
likely to run for the Senate without the 
blessings of Colorado’s Democratic Sen- 
ator Ed Johnson. Kirwan told an REA 
co-op meeting at Fort Collins that 


Every state whose Senators had 
enough courage to make a fight for it, 
got every cent asked for public power 
and public transmission lines. 

I regret to say that the only states 
which lost out—because their Senators 
were too timid, to be charitable—were 
California and Colorado. 


* 


Coal Men Bear Down 
On Gas Companies 


~~ gas companies planning 
new or additional pipe-line projects 
have been put on notice that unless they 
comply almost to the letter with Federal 
Power Commission rules as to the in- 
formation to be given upon filing appli- 
cations they will face trouble from coal 
and railroad interveners. 

Several times within recent weeks 
these coal and railroad interveners have 
filed with the FPC motions requesting 
that applicants for gas pipe-line projects 
be compelled to supplement their original 
filings with more complete information 
as to the plans for their proposed proj- 
ects. The motions have pointed out that 
FPC rules provide that such complete 
information be given in the origina] ap- 
plications, and it is difficult to see how 
the commission can fail to heed the 
motions of the interveners. 

Furthermore, the commission itself 
apparently is taking steps to compel 
stricter adherence to the rules in regard 
to the information which FPC rules say 
should be included in the original 
applications. For, the commission lately 
dismissed one application — that of the 
Gulfcoast Northern Gas Company—“for 
want of prosecution.” It based the dis- 
missal on the grounds that the company 
had failed to furnish sufficient informa- 
tion as to what its project called for, 
although the FPC had made requests for 
such information. 
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Le position of the coal and railroad 
interveners was explained by Tom 
J. McGrath, counsel for the Fuels Re- 
search Council, Inc., which represents 
jointly the National Coal Association, 
the Railway Labor Executives, and the 
United Mine Workers. 

Some years ago, Mr. McGrath said, 
these groups filed motions requesting the 
commission to compel the applicants to 
give the information called for under 
FPC rules whenever it was observed that 
such information was lacking in the orig- 
inal application. But in more recent years 
the press of other business has prevented 
them from having the opportunity to 
scrutinize the applications thoroughly, 
and they have not filed motions for addi- 
tional information. Now, however, Mr. 
McGrath says, his staff is set up to look 
into these matters more thoroughly and 
he intends to go into all cases filed. 

Mr. McGrath contends that it is im- 
portant that he, as counsel for the coal 
and railroad interests, know what mar- 
kets are proposed to be served by addi- 
tions to existing lines or by new lines so 
that he and his associates can assess what 
coal markets are in jeopardy. 

When applications are filed without re- 
vealing precisely what markets are to be 
served by the proposed lines, or what 
industrial customers are to be served by 
those’ lines, he says, it is impossible for 
the coal and railroad groups to prepare 
properly for the hearings on the appli- 
cations. 

Also, he said, when the applications 
do not show precisely what the sources 
of supply for the proposed lines are, it 
is impossible for him to dig into the mat- 
ter so as to properly question witnesses 
on the adequacy of the supply. 

Mr. McGrath points out that under 
FPC rules the applications must give 
this information. 

“Whenever we notice that sufficient 
detailed information of this character is 
not given in the original application, we 
will, after a reasonable time, file motions 
requesting the commission to require the 
applicant to provide such information,” 
Mr. McGrath said. “We want to see 
whether the FPC rules mean anything.” 


Snags for the Omnibus Bill 

‘te Senate Public Works Committee 

is trying hard to clear the House- 
approved omnibus project bill. This bill, 
which authorizes a total of $1,114,539,- 
975, provides for $995,000,000 in flood- 
control projects, with the balance ($119,- 
539,975) for rivers and harbors projects. 
Committee sessions, to date, have indi- 
cated that the Senate group will approve 
just about every item in the House bill 
which contained public power. But it has 
run into difficulties on two regional irri- 
gation programs suddenly bucked by the 
administration. 

Among the power projects authorized 
in the House-approved bill which will 
clear the Senate committee without 
change are: $31,070,000 for the Albeni 
Falls multipurpose dam on the Pend 
Oreille river in Idaho, as well as blanket 
amounts for the continuation of the fol- 
lowing river basin programs in which 
power projects are included: Savannah 
river basin — Hartwell dam ($40,000,- 
000) ; White river basin ($35,000,000) ; 
Missouri river basin ($250,000,000) ; 
and the Missouri “comprehensive plan” 
to be carried out with the Secretary of 
Interior ($200,000,000). 

Most controversial item opposed by 
President Truman is the Grand Prairie 
project on the Arkansas river. A floor 
fight to include this program in the omni- 
bus bill as directed by the administration, 
or some provision which will remove 
administration objective, is to be expect- 
ed. Interior, which is now barred from 
operating irrigation works in Arkansas 
would settle for some sort of a “study 
commission” to keep the field open until 
its further authority in the area is clari- 
fied. But there are some Senators in the 
Arkansas valley who want no part of the 
Reclamation Bureau and will publicly say 
so. 


Bz the Bureau of Reclamation, angry 
over attempts of the Agriculture 
Department to get into the field of irri- 
gation, asked the committee to eliminate 
irrigation from the authorization on that 
project. A Senate floor battle was in 


prospect. 
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Exchange Calls 


And Gossip 


Joker in Phone Bill 


JOKER, which would still permit the 
Rural Electrification Administra- 
tion to make loans for farm telephones 
to municipalities and other public agen- 
cies, has turned up in the Senate Agricul- 
ture Committee report of the House-ap- 
proved Poage Bill. It was at first believed 
that a committee amendment, striking out 
the words “public bodies” from the list 
of preferred borrowers in the House ver- 
sion of the bill, would eliminate states, 
municipalities, public utility districts, etc., 
from the list of all eligible applicants for 
rural telephone loans. Because of the 
fact, however, that the bill is an amend- 
ment to the original Rural Electrifica- 
tion Act, it now appears that the Senate 
committee change would simply knock 
out the preference (for REA telephone 
loans) but leave “public bodies” still 
eligible for loans under the original terms 
of the REA law. 

An attempt probably will be made to 
have the Senate committee endorse a 
further amendment to knock “public 
agencies” completely out of the list of 
eligible borrowers. But no continued ma- 
Jor opposition to the measure is likely to 
develop on the floor, if the Senate should 
decide to take up this measure before ad- 
journment, which seemed very doubtful. 

The Senate bill provides that the REA 
Administrator may not receive loan ap- 
plications during the first year after the 
passage of the act from persons other 
than those now engaged in the operation 
of telephone service in rural areas. The 
House bill calls for only a 6-month 
period. The Senate bill also specifies that 
no loan shall be made to any person who 
furnishes service through a telephone 
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system which has more than 1,500 sub- 
scribers in rural areas. 


nal 
A ppeals State Ruling 


HE New Jersey Bell Telephone 

Company recently appealed a deci- 
sion of the state board of public utility 
commissioners which denied the com- 
pany’s application for a proposed $40,- 
000,000 capital stock issue. The com- 
pany filed its appeal with the appellate 
division of the state superior court. 

The company proposed to sell $40,- 
000,000 in common stock to its parent, 
American Telephone and Telegraph Com- 
pany. According to the commission rul- 
ing, issued last month, the company 
should issue bonds instead of stocks. The 
commission held that issuance of bonds 
instead of stock would mean financing 
savings of $750,000 plus lower Federal 
taxes. The board said such savings could 
be passed on to consumers to hold rates 
down. 

A company spokesman contended that 
if bonds were issued as the board urged, 
the company’s fixed operating charges 
would be increased by more than $1,000,- 
000 annually. 

In its appeal, the company said pro- 
ceeds from new financing were to be used 
to repay short-term loans. The loans 
were made to pay for new telephone plant 
construction made necessary by the post- 
war increase in service demands, the firm 
said. 

According to the company’s appeal, the 
commission’s ruling was contrary to 
sound business judgment. In the long 
run, the firm contended, the ruling 
would prove harmful rather than helpful 
to the public’s interest. 
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The company’s application to the com- 
mission requested permission to issue 
400,000 shares at $100 par value to re- 
pay an AT&T loan for new construction 
in 1948-49 and to replace $2,000,000 
taken from the New Jersey Bell treasury 
for that purpose. 


¥ 


FCC Grants Extension 
, I SHE Federal] Communications Com- 


mission has granted Western Union 
Telegraph Company’s petition to extend 
for another year, from September 27th, 
the time in which the company must di- 
vest itself of its international telegraph 
operations, 

Divestment of international operations 
was a condition to the FCC’s approval of 
the merger of Postal Telegraph into 
Western Union in 1943. Western Union 
has been given time extensions ever since. 
The FCC said recently that a further ex- 
tension may be granted unless Western 
Union finds a satisfactory purchaser for 
these operations, 


e 
Phone Rate Hike Asked 


rN average 13.9 per cent increase in 
rates paid by District of Columbia 
users was asked recently by the Chesa- 
peake & Potomac Telephone Company. 
The company’s forma] petition for its 
second rate hike in two years was filed 
with the District of Columbia Public 
Utilities Commission. The rate request 
does not apply to long-distance calls. 

Higher operating costs, inadequate 
earnings, and major requirements for 
new capital to finance service improve- 
ment and expansion were cited as basis 
for the requested increase, which was 
estimated to produce $3,200,000 in addi- 
tional annual gross revenue. The com- 
pany noted in its petition it has been 
obliged to spend approximately $55,000,- 
000 for plant construction since the end 
of World War II to meet its service de- 
mand. 

The application went on to say the com- 
pany’s “unprecedented peacetime con- 
struction program” is far from complete 
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and “the full impact thereof has yet to be 
felt.” It said the company will be re- 
quired to spend “many millions more” 
for additional telephone facilities in the 
next few years. Net additions to the 
plant today, according to the petition, are 
averaging more than $400 per telephone 
added, as contrasted with the level of less 
than $200 preceding the war. This has 
resulted, the company said, in reduced 
earnings on investment, as the company’s 
existing rates “are not geared to the 
present high cost level.” 

C. H. Johnson, company vice presi- 
dent and general manager, reported the 
minimum amount needed to meet higher 
costs of operation was $1,800,000 in ad- 
ditional annual net earnings after taxes. 
In 1947, the company was granted an in- 
crease of approximately 10 per cent. This 
was its first rate boost in twenty-seven 
years, the company noted. 

Largest item figuring in the company’s 
report of the highest current operating 
expenses in its history is wage costs, Mr. 
Johnson declared. 


¥ 


CIO Seeks Bell Pay Boost 
—— CIO Communications Workers 


of America is seeking a fourth- 
round pay increase from the Southwest- 
ern Bell Telephone Company, it was 
learned recently. 

In a letter to Southwestern Bell, the 
union requested a meeting October 25th 
to discuss, among other things, an “up- 
ward adjustment in wages.” The con- J 
tract expires December Ist. 

Southwestern Bell estimates union 
membership at 38,000 in Missouri, 
Arkansas, Kansas, Oklahoma, Texas, 
and the East St. Louis area in Illinois. 

Telephone workers received wage in- 
creases in 1946, 1947, and 1948. They 
struck for six weeks in 1947 before that 
year’s pay boosts were granted. 


* 


Rate Increase Granted 


nN increase of $1,553,000 a year in 
Maine telephone rates—about 10 
per cent—was granted the New England 
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Telephone & Telegraph last month by the 
Maine Public Utilities Commission, The 
new rate schedule, about $800,000 small- 
er than the one the company asked for in 
January, will raise basic monthly rates 
for all home and business telephone serv- 
ice provided by the company. 

It includes reductions, however, in 
short-distance toll charges. Toll rates for 
calls over 20 miles will remain unchanged. 

Application of the new rates was 
authorized on and after September 16th. 
The decree came after seven months of 
hearings and deliberation. The commis- 
sion concluded the company’s need for 
new revenue is “urgent and compelling.” 

Commissioner George E. Hill filed a 
dissenting opinion which agreed with 
most of the conclusions and with the new 
rates to be allowed, but took exception 
to the other commissoner’s findings on a 
proper rate base and rate of return for 
the company. His disagreement with the 
other members came over the majority’s 
decision to use the company’s net invest- 
ment rather than “fair value” in determin- 
ing the fair rate of return. 


ge 
Denied Second Rate Rise 


yp Oklahoma Supreme Court last 
month denied a second temporary 
rate increase to Southwestern Bell Tele- 
phone Company in Oklahoma. The court 
ordered the company to stand on its pres- 
ent rates, including one $3,000,000 annual 
temporary increase, until the state cor- 
poration commission rules on a perma- 
nent increase application. 

_ At the same time the court continued 
in force the first increase granted on July 
16, 1948. The second increase also would 
have amounted to an additional $3,000,- 
000 a year. 

In ordering the first increase, the court 
overruled the state commission in 1948. 
The commission had denied any increase 
at all pending final arguments. 

A supersedeas bond of $5,000,000 has 
been given by the company pending final 
outcome of the hearing to make the 
temporary increase permanent. 

The telephone company rate increase 
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case has been before the state commission 
since December 30, 1947. 


> 
FCC Postpones Ban on 


Give-aways 
NFORCEMENT of the ban against cer- 
tain types of give-away programs on 
the radio and television broadcasting 
chains was indefinitely postponed on 
September 21st by the Federal Communi- 
cations Commission. 

The commission had ruled on August 
18th that the programs were lotteries in 
violation of the United States Criminal 
Code and after October Ist it would not 
renew licenses nor grant construction per- 
mits to broadcasting companies that used 
entertainment of this type. 

The commission said the ruling would 
be postponed until the courts determine 
legal questions in pending litigation. 

Recently, certain radio companies ob- 
tained temporary restraining orders en- 
joining the commission from enforcing 
its ruling against give-away programs 
pending the ruling of a 3-judge court for 
a permanent injunction against the com- 
mission decision. 

It was emphasized by a commission 
spokesman that the postponement of the 
ruling was more to “equalize” parties 
affected by it until a final court decision 
is made rather than in compliance with 
the temporary court orders obtained by 
Radio Features, Inc., in Chicago, and the 
National and American Broadcasting 
companies, and Columbia Broadcasting 
System in New York. 

While these temporary court orders 
would have to be complied with, it was 
explained that many broadcasting com- 
panies did not seek court orders enjoin- 
ing the commission from enforcing the 
rule and hence would be subject to the 
ban on October Ist. 

An article in the current Yale Law 
Journal maintains the FCC has power to 
ban radio give-away programs, since 
lottery broadcasts are outlawed by crim- 
inal statutes. It can do so by formal 
rules or the indirect technique of license 
proceedings, the Journal observes. 
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Commonwealth & Southern 
Educates Investing Public on 
Subsidiary Stocks 


he MONWEALTH & SOUTHERN has 
developed an intensive and thor- 
ough-going program to educate Wall 
Street and the investing public regarding 
the common stocks of subsidiaries which 
are being distributed October Ist to the 
holders of 1,441,000 shares of Common- 
wealth preferred stock and 33,673,000 
shares of common stock. Altogether well 
over $300,000,000 market value of utility 
common stocks will be exchanged Oc- 
tober 1st—probably the largest such ex- 
change which has ever occurred on a 
given date. 

Commonwealth & Southern during the 
summer organized inspection trips over 
the properties of Southern Company, 
Consumers Power, and Ohio Edison, the 
first two each lasting about a week, and 
the Ohio Edison trip three days. Groups 
of bankers, analysts, and investment ad- 
visers were escorted over the properties 
by officials of Commonwealth and the op- 
erating companies, and were given op- 
portunities to meet local officials, as well 
as bankers, business executives, commis- 
sion heads, etc., at luncheon and dinner 
meetings. Transportation by train, plane, 
bus, and auto was provided, all accom- 
modations arranged, and the itinerary 
handled with military efficiency. 

Morgan Stanley & Company, long-time 
bankers for the system, were retained on 
a fee basis to aid in the educational pro- 
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gram. That firm issued descriptive 
memos on the three northern companies, 
together with tables comparing the com- 
mon stocks with those of similar utilities. 
For the convenience of analysts making 
the trips, leather-bound books for each 
operating company were prepared, con- 
taining a wealth of statistical informa- 
tion, pictures of the plants, and other 
material ; much other literature appeared 
along the way. Photographers “snapped” 
the party at each plant, and local news- 
papers headlined the visit. At one point 
the visitors enjoyed a motorcycle escort. 


Mors STANLEY also arranged for 
the presidents of Consumers 
Power, Ohio Edison, and Central Illinois 
Light to tour the “Chautauqua circuit” of 
important cities, addressing local gather- 
ings of bankers, brokers, and investment 
counselors, etc. In addition, talks were 
given before the New York Society of 
Security Analysts at their luncheon 
forums. Thus every opportunity was af- 
forded to those who advise the public on 
securities to learn the details of these 
companies, and to ask any questions, em- 
barrassing or otherwise. As one utility 
executive said, “Why refuse to answer 
questions when we live in a goldfish bowl 
anyway ?” 

Minority stock of Consumers Power 
and Ohio Edison already had been out- 
standing in the hands of the public, but 
Central Illinois Light and Southern Com- 
pany are new to the investing public. To 
facilitate arbitraging, the New York 
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Stock Exchange admitted to trading 
sometime ago the “when distributed” 
stocks of Consumers Power and Ohio 
Edison, while Central Illinois Light and 
Southern Company wp remained over 
counter. Tremendous arbitrage opera- 
tions have been carried out. Banking 
firms specializing in arbitrage bought 
huge blocks of Commonwealth & South- 
ern on a scale up, offsetting the liquida- 
tion by thousands of smal] holders who 
wished to sell the holding company stock 
instead of waiting for distribution of the 
“pieces.” In turn the arbitrage houses 
sold short on a “when distributed” basis 
the stocks of the new companies—Con- 
sumers and Central Illinois against Com- 
monwealth preferred, and Southern 
Company and Ohio Edison against the 
common, planning to make delivery after 
October Ist when they receive these 
stocks in exchange for CW. This pres- 
sure on the market created an early 
spread of 1 to 2 points between the 
“regular” and “when distributed” quota- 
tions in Consumers and Ohio; in recent 
trading, however, particularly after the 


last appeal for delay (by a holder of 
warrants) was denied by the U. S. Cir- 
cuit Court, the gap between the two 
quotations closed up. 


XECUTIVES of the Commonwealth & 
Southern companies, with the aid of 
Morgan Stanley & Company and Com- 
monwealth’s service company, did an 
excellent job of “selling” the investment 
public on the merits of the four com- 
panies. This effort was necessary in order 
to find new owners promptly for the 
large amounts of stocks constantly being 
sold by the arbitrageurs—who in turn 
absorbed the Commonwealth — stock 
dumped by speculative holders who were 
not particularly interested in obtaining 
and holding the new stocks on an in- 
vestment basis. Moreover, the campaign 
probably helped persuade some percent- 
age of these old holders to retain the new 
securities, and the selling of Common- 
wealth may have been reduced thereby. 
While there will be some additional 
selling after October 1st, particularly 
where holders receive small odd lots of 
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the new stocks, it seems probable that 
much of this small selling already has 
taken place, since it was easier and less 
expensive to sel] Commonwealth than to 
dispose of the issues to be received. 
While some speculative commitments in 
the new stocks may remain after Oc- 
tober 1st, most of these are probably held 
by “sophisticated” individuals or institu- 
tions who realize that full values were 
not obtainable before October Ist, and 
who accordingly will hold the new shares 
until the “pressure” is off Ohio Edison 
and Consumers Power, and some “sea- 
soning” has occurred in Centra] Illinois 
and in Southern Company. It appears 
likely that after the October Ist deadline, 
these stocks will gradually come into line 
with comparable utility issues. 

Commonwealth & Southern’s subsidi- 
aries in order of size (revenues in mil- 
lions) are as follows : Southern Company 
122, Consumers Power (Michigan) 90, 
Ohio Edison 47 (including the latter’s 
wholly owned subsidiary, Pennsylvania 
Power of 9), and Central Illinois Light 
17. The northern subsidiaries, in order 
of size, will be discussed briefly and later 
the southern holding company. 


a Power is selling at 303 
and pays $2 to yield 6.6 per cent. 
Nineteen hundred and forty-nine range 
is 36-293. Based on latest earnings of 
$2.55 for the twelve months ended Au- 
gust 3lst (on average shares) the stock 
sells at about 12 times earnings. How- 
ever, earnings do not fully reflect in- 
creases in gas rates, amounting to about 
40 cents a share after adjustment for in- 
come taxes, and the company has also 
applied for electric increases approximat- 
ing 90 cents per share on the same basis. 

Consumers Power is the largest of the 
major U. S. utilities which does not sell 
to any big metropolitan area. It serves 
an area of about 27,000 square miles in 
the lower peninsula of Michigan. Elec- 
tric service is supplied to 1,284 communi- 
ties, natural gas to 254 communities, and 
steam heat and water to 5 communities. 
The total population in the area served is 
estimated at over 2,250,000, principal 
cities served being Grand Rapids, Flint, 
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Saginaw, Lansing, Pontiac, Kalamazoo, 
Jackson, Muskegon, Bay City, and Bat- 
tle Creek. While some of these cities are 
highly industrialized (automotive, food, 
and chemical industries being the most 
important), the company also serves 
100,000 farms—more than any other one 
operating utility company in the, United 
States. The company estimates that it 
serves 96 per cent of all farms in its 
territory, with average annual usage of 
over 3,000 kilowatt hours. 

Electric revenues (79 per cent of the 
total) are 39 per cent residential and 
rural, 22 per cent commercial, 34 per cent 
industrial, and 5 per cent miscellaneous. 
Gas sales, which account for about 19 
per cent of total revenues, should expand 
sharply in the 1949-50 season, as natural 
gas is now in greater supply due to stor- 
age facilities, etc. Average electric resi- 
dential rates are 2.42 cents or 19 per cent 
below the national average, and average 
usage 2,156 kilowatt hours or 38 per 
cent above the national average. At the 
end of 1949 generating plants will have a 
capacity of some 930,000 kilowatts— 
about 84 per cent steam and 16 per cent 
hydroelectric. By the end of 1950 ca- 
pacity will be increased to 1,135,000 kilo- 
watts. 


H10 EpIson is currently around 29} 

(range this year 33-274) and the 
$2 dividend affords a yield of 6.8 per 
cent. Earnings for the twelve months 
ended August 3lst were $2.95 a share 
on shares actually outstanding, or $3.35 
before the amortization of plant acquisi- 
tion adjustments. Based on the two 
figures, the price earnings ratios would 
be 10 and 8.8, respectively. 

The company supplies electricity to 
Akron, Youngstown, Springfield, and 
surrounding areas in Ohio, with a popu- 
lation of 800,000, and through a sub- 
sidiary, Pennsylvania Power Company, 
to the adjacent western Pennsylvania 
area, including such cities as New Castle, 
Sharon, and Farrell, with a population 
of 225,000. Industrial business accounts 
for about 37 per cent of revenues and is 
derived principally from steel, rubber, 
machinery, automobiles and parts, and 
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chemicals. Outlying regions are largely 
agricultural. Residential sales provide 34 
per cent of revenues, and commercial 
sales 23 per cent. Residential rates at 2.59 
cents per kilowatt hour are 14 per cent 
below the national average, while resi- 
dential consumption of 2,052 kilowatt 
hours was 31 per cent above the national 
average. 

Regarding rates, Ohio has home rule 
and the municipalities and the companies 
negotiate on changes; if they cannot 
agree, the negotiations go to the public 
utilities commission and later to the 
courts. Outside the principal municipali- 
ties, the commission handles the negotia- 
tions from the beginning. In Pennsyl- 
vania the state commission and, in 
addition, the courts, if necessary, handle 
rate proceedings. Ohio is the only state 
which uses in determining the rate base 
(as provided in a state law) “reproduc- 
tion cost new, less observed depreciation, 
at a date certain.”” However, due to the 
highly mixed system of regulation, rates 
are not definitely fixed on this basis 
though the law permits a more liberal 
attitude by the commission and the 
courts. 


ewes Ittinots LicHT sells over 
counter around 35 won; it pays 
$2.20 to yield approximately 6.3 per cent. 
The Aaa Moody rating on the company’s 
bonds reflects the low debt ratio of some- 
what less than 40 per cent. (Preferred 
stock is 25 per cent and common 38 per 


cent.) The company serves three separate 


areas in Illinois, two of which are inter- 
connected; major cities are Peoria, 
Springfield, and DeKalb. The territory 
includes some of the country’s richest 
farm land, and a growing and heavily in- 
dustrial community. Residential rates are 
2.43 cents, the lowest in Illinois and well 
below the national average. About two- 
thirds of revenues are electric and one- 
third gas; electric revenues are 32 per 
cent residential and rural, 21 per cent 
commercial, 43 per cent industrial, and 
4 per cent miscellaneous. Residential 
electric sales increased about 150 per 
cent in the past decade, and industrial 
sales over 100 per cent. Natural gas is 
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obtained principally from Panhandle 
Eastern Pipe Line and supplied to the 
Peoria and Springfield divisions. 


OUTHERN COMPANY, at the recent 
S over-counter price of 10} wo, yields 
7.8 per cent, as compared with 6.5 per 
cent for both Central & South West and 
Middle South. Southern’s earnings have 
been increasing rapidly this year due to 
a combination of favorable factors, such 
as a plentiful water supply for hydro- 
electric operations, new efficient steam 
generating units, rate increases, use of 
dump gas for boiler fuel, etc. For the 
twelve months ended August 31st the 
company reported earnings of $1.20 a 
share, or $1.40 before the amortization of 
plant acquisition adjustments. The divi- 
dend rate was recently increased from 
60 cents to 80 cents per annum. At the 
current price around 10} the stock offers 
a relatively high yield as compared with 
the two other large holding companies in 
the south, Central & South West and 
Middle South Utilities. Both Southern 
Company and Central & South West plan 
stock offerings over the near future, 
probably on a 1-for-10 basis in each case. 

Southern’s very rapid gain in net in- 
come in 1949 ( for the eight months ended 
August 3lst there was an increase of 
about 46 per cent in net income) is ex- 
pected to taper off over the balance of 
the year because of last year’s second half 
improvement. However, it appears likely 
that any dilution due to the new stock 
issue (and another one planned for about 
a year from now) can be very easily 
absorbed. 

The company plans to increase its 
plant capacity some 42 per cent in the 
years 1949-51, further reducing its op- 
erating costs and making the company 
less dependent upon the varying supply 
of hydroelectric power. At present, con- 
solidated share earnings may show a 
swing of about 10 cents either way from 
“normal,” depending on the amount of 
water available for its hydro plants, but 
this dependence on rainfall will be re- 
duced by 1952. Recent earnings are per- 
haps 10 cents over normal—due to heavy 
rainfall in Georgia and Alabama while 


droughts prevailed in the Northeast and 
on the Pacific coast. 

Southern carries down about 11.2 per 
cent of gross to the balance for common 
stock, a rather good percentage for a 
holding company. Plant has been written 
down to original cost except for some 
$33,000,000 (three-quarters in Georgia 
Power) which is being amortized at the 
annual rate of 20 cents a share as men- 
tioned above. Southern itself has a sole 
capital of 12,020,000 shares of common 
stock, and system structure is 57 per 
cent debt, 17 per cent preferred stock, 
and 26 per cent common stock equity 
(which will be improved by the pending 
1-for-10 stock offering). Georgia is earn- 
ing about 4.6 per cent on the estimated 
rate base (before recent rate increases), 
Alabama 5.9 per cent, Mississippi 6.8 
per cent, and Gulf 8.3 per cent. 

Following are brief descriptions of the 
subsidiaries which have revenues (in 
millions) of the amounts indicated: 
Georgia 67, Alabama 46, Mississippi 8, 
and Gulf 5. 


few Power provides over half 
the system revenues, and serves the 
greater part of Georgia, including At- 
lanta, Macon, Augusta, etc. Electric busi- 
ness was 79 per cent of total revenues in 
1948, about 17 per cent coming from 
transit services in Atlanta, Augusta, and 
Rome. Transit business (which is gradu- 
ally being disposed of) was unprofitable 
until rate increases were granted at 
various times in 1948-49, A $3,100,000 
increase in electric rates was also obtained 
December 15, 1948, but even including 
this increase residential rates remain be- 
low the national average. Net earnings 
reflected a return of only 4.6 per cent on 
the estimated rate base before the rate 
increases were obtained. 

The state of Georgia is rather sparsely 
populated and is largely agricultural, with 
cotton still the dominating crop but with 
tobacco, peaches, etc., increasing in im- 
portance. Industrial centers are in the 
northern part, and about one-third of the 
company’s electric revenues are from in- 
dustrial customers, over half of which 
are textile manufacturers. About 11 per 
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cent of gross is carried to net available 
for common stock before deducting 
amortization of 100.5; after this charge 
the percentage is 8.4. 

Alabama Power covers most of the 
state of Alabama, serving Mobile, Mont- 
gomery, and Gadsden; Birmingham is 
supplied at wholesale through Birming- 
ham Electric. The company owns coal 
properties, using the output in one of its 
generating plants. Hydro generated elec- 
tricity slightly exceeded steam generated 
in 1948, and 9 per cent of power require- 
ments were purchased, chiefly from 
TVA. Alabama is primarily an agricul- 
tural state but farming, which used to 
feature cotton, is now much better 
diversified. Industrialization increased 
rapidly during and since the war, many 
big companies having established plants 
in the state. Rates are very low, averag- 
ing 2.14 cents residential. An increase in 
industrial rates was granted in May 
amounting to $570,000 annually. Rapid 
growth is reflected in the gain of almost 
128 per cent in electric customers in the 
past decade. The company is adding 282,- 
000 kilowatt capacity in 1949-51, a 40 


per cent increase. 


ee Power COMPANY serves 
the southeastern portion of Mis- 
sissippi, including the cities of Meridian, 
Hattiesburg, Laurel, Biloxi, and Gulf- 
port, the entire area having a population 
of about 300,000. As in the case of Gulf 
Power, a large part of the revenues is 
from residential and commercial sales. 
The industrial load is about one-quarter 
of the total, and is diversified, with some 
preponderance of lumber and wood prod- 
ucts companies, Oil production has been 


January 
February 


increasing rapidly in the state, with ten 
fields now operating in the company’s 
territory. Rural areas have diversified 
crops and livestock. Mississippi Power 
has grown rapidly in the past decade and 
proposed installation of over 100,000 
kilowatt capacity by 1951 will nearly 
triple the 1948 capacity and make the 
company less dependent on purchased 
power. Theaverage residential rate at 3.35 
cents per kilowatt hour is higher, and the 
average use per customer of 1,292 kilo- 
watt hours lower, than for other Southern 
Company subsidiaries, but rates compare 
favorably with those of other Mississippi 
companies. 

Gulf Power Company is the smallest 
unit of the system, serving a population 
in northwestern Florida of about 250,- 
000, the largest city being Pensacola 
(population 43,000). Gulf Power has 
shown rapid growth and is doubling its 
capacity to 45,000 kilowatts with the com- 
pletion of a second steam plant this year. 


¥ 
July Net Income Up 25 Per Cent 


For Electric Companies 


CCORDING to the advance release of 
the Federal Power Commission, 
electric operating revenues of the larger 
electric utilities were $357,000,000 in 
July, a gain of 6.1 per cent over last year, 
despite the fact that kilowatt sales to 
ultimate consumers increased only 2.8 
per cent over last year. According to 
Edison Electric Institute figures, the 
trend of increases over 1948 in kilowatt- 
hour sales for different classes of con- 
sumers has been as shown below. 


e 


Resi- ’ 
dential mercial* 
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*Small light and power. **Large light and power. Ultimate cus- 
tomers (including miscellaneous). 
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It is interesting to note that, thus far 
at any rate, the trend of residential and 
commercial kilowatt sales has continued 
upward as compared with last year, while 
the trend of industrial sales has been 
down in relation to 1948. Since residen- 
tial and commercial business are con- 
sidered more profitable than industrial 
(some industrial sales are on a marginal 
or “dump” basis) the slump in industrial 
sales during the summer has had little or 
no effect on utility earnings. In fact, as 
compared with last year, the trend of net 
income has been upward, the percentage 
gains over last year being as follows: 


+7 


ee er ef 
February 
March 


Lower fuel costs and greater operating 
efficiency were of course important fac- 
tors in this improved showing. For- 
tunately the gain in earnings was well 
timed in helping the utilities to market a 
considerable amount of common stock, 
thus bolstering their equity ratios, which 
last year declined. 


DIVIDEND-PAYING ELECTRIC UTILITY STOCKS 


9/21/49 Indicated 
Dividend Approx. 


Price 


About Rate 


Revenues $50,000,000 or over 

Boston Edison 44 
Cincinnati G. & E. 31 
Cleveland Elec. Illum. ..... 41 
Commonwealth Edison , ... 28 
Consol. Edison of N. Y 

Consol. Gas of Balt. ....... 
Consumers Power 

Detroit Edison 

Duke Power 

Northern States Power ... 
iy A Se ) eee 

Penn Power & Light ...... 
Philadelphia Elec. ......... 

Pub, Serv. E. & G 

So. Calif. Edison 

Virginia Elec. Power 

Wisconsin Elec. Power ... 
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1.60 
3.60 
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Averages 
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Illinois Power 

Louisville G, & E. ......... 
New Orleans Pub. Ser. .... 
ee SF | eee 
Northern Ind, P.S. ....... 
Ohio Edison 

Ohio Public Ser. .......... 
Potmac Elec. Power 

Pub, Serv. of Colo 

Pub. Serv. of Ind. ........ 
Puget Sound P.& L....... 
Rochester G. & E 


LPN, BNR onenn=w=6 
PSSSSRSSSRSSSSRBE 


COOMNONOQNONMNMNNOONM 
m DO 


N 


Averages 
OCT. 13, 1949 


% of Rev. 
Price- Avail. 
Earn. For Com. 
Ratio Stock 


Share Earnings 
Cur. Prev. 
Period Period 


% In- 


crease 


Yield 


SQ 
ak 


$2.90d $2.75 5% 15.2 
3.14je 2.74 15 9.9 
2.59je 265 D2 
191je 1.81 5 
2.37je 2.06 15 
4.44je* 4.43 -- 
2.55ag* 2.74 D7 
1.88a¢ 1.39 35 
7.31je 6.37 15 


1.06ju — —_ 
2.13je 2.42 D112 
2.08ag 2.20 D7 
1.78je 1.62 10 
2.13m — —_— 
2.39je 1.79 34 
1.58ju* 1.47* 7 
1.88je 1.65 14 


RNR we pRONUWNM pin 
bas ed be pd 


ANN NWN ND BAND or 


CM OENOMSHNNYW 
AR wots ¢ 


| 


9° 
Q 
nN 


PS] 


$3.7lag 
1.78je 
3.62ag 
2.97je 
3.59ag 
3.42ag 
3.33je 
3.11ju 
4.59ag 
2.32je 
2.95ag 
1.51d 
1.10je 
4.68m 
2.49ju 
1.6lju 
2.48je 


f 


RN BWNEN NONwe ss 
| RESRERRSA! SBR 


ANd 
ie 08.) 


SE YTN GUN NIN NIN NN DN DN NON 
NN ROTOOMUNODAORNIN DMN 


5 
3|: 





FINANCIAL NEWS AND COMMENT 


% of Rev. 
af IpGicated ne ay are Oe. “hea 
inued rice tviden ‘Ox. “ur. rev. n- arn. For Com. 
(Contin ) About Rate teld Period Period crease Ratio Stock 
Revenues $10-$25,000,000 


Atlantic City Elec. ........ $1.20 
Birmingham Elec, ......... 
Central Ariz. L. & P 
Central Hudson G, & E 
Central Ill. E,& G 

Central iMimets Lt, ........ 
Central Maine Power 
Columbus & S. Ohio El. .. 
Connecticut Power 
Delaware P. & L. .......0- 
Florida Power Corp. ...... 
Gulf States Util. .......... 
Hartford Elec, Light 

Idaho Power 

Indianapolis P,& L. ....... 
Interstate Power 
ee 
Kansas Gas & Elec 

Kansas Power & Light .... 
Kentucky Utilities 
Minnesota P. & L. ........ 
Mountain States Power .... 
Oklahoma G. & E 

Portland Gen. Elec. ....... 
Pub. Ser. of N. H. .. 

San Diego G. & E. ........ 
a eee 
So, Carolina E. & G 
Southwestern Pub. Serv. .. 
Tampa Electric 

oS) OO eee 
Utah Power & Light 
Western Mass. Cos. ....... 
Wisconsin P. & L 
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Revenues $5-$10,000,000 


C Colteeme Biec. Pr. .....< 
O Calif. Oregon Power 
O Central Vermont P. S. .... 
> Community Pub, Ser 
E] Paso Electric 
Empire Dist. Elec. ........ 
Gulf Public Service 
Iowa Southern Util. ...... 
Lawrence G.& E. ., 
Lynn G. & E. 
Madison Gas & Elec. ...... 
Michigan Gas & Elec 
Missouri Utilities 
Northwestern P. S. ....... 
Otter Tail Power 
Penn Water & Power 
Public Ser. of New Mexico. 
Rockland L, & P. ......... 
Sioux City G.& E. ...... 
Southern Ind. G. & E 
Tide Water Power 
Western Lt. & Tel, ........ 
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or 
9/21/49 Indicated Share Earnings Price- " Avell. 
(Continued) Price Dividend Approx. Cur. Prev. Y In- Earn. For Com. 
About Rate ‘teld Period Period crease Ratio Stock 


Revenues under $5,000,000 


Arizona Edison 
Arkansas Missouri P. 
Bangor Hydro Elec. ...... 


Black Hills P. & L. 

Calif. Pacific Util. ........ 
Central Louisiana El. ...... 
Central Ohio L.& P....... 
Citizens Utilities 

Colorado Central P 
Concord Electric 

oS |) are 
East Coast Electric 

Fall River Elec. Lt. ...... 
Fitchburg G. & E 

Frontier Power ........... 
Haverhill Elec. 

Lake Superior Dist. P. 
Lowell Elec. Lt 

Maine Public Service 
Michigan Public Ser 
Missouri Edison 

Missouri Public Ser. ...... 
Newport Elec, ....cescccce 
Sierra Pac. Power 
Southern Colo. Pr. ........ 
Southwestern El. Ser. 
Tucson Gas, E.L.&P....... 
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Canadian Companies 
Brazilian Trac. L. & P 
Gatineau Power 
Quebec Power 
Shawinigan Power 
Winnipeg Electric 


Integrated Holding Companies 


American Gas & Elec 
Central & South West 
Middle South Util. ........ 
New England El. System .. 
New England G. & E 
Southern Co. 

West Penn Elec. .......... 
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Other Electric Holding Companies 

S General Pub. Util. ........ $ .80 7% $1.98je $1.52 30% 7.1 
S North American 1.00 q 2.21je — 8.1 
C Philadelphia Co, .......... 70 ; 1.12je 68 65 13.4 
S United Gas Imp. .......... 1.30 , 182je 2.14 DI5 132 
O West Penn Power 2.00 t 2.48je 2.33 6 13.7 
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The TVA Idea 


EAN RUSSELL, member of the staff 
D of The Foundation for Economic 
Education, presents an orderly and 
factual account of the multifaceted 
phases of the Tennessee Valley Author- 
ity in the foundation’s recently published 
book, The TVA Idea. The book is de- 
scribed by its publishers as one not in- 
tended to startle, but instead to inform 
readers interested in having available a 
source of objective information. It is 
understood that the book is receiving ap- 
proval, as evidenced by requests for ad- 
ditional copies on the part of the founda- 
tion’s subscribers. 

In a chapter entitled “The TVA 
‘Idea,’” the author emphasizes the fact 
that the undertaking is one of an analysis 
of an idea; namely, “the philosophy be- 
hind TVA,” and the numerous quota- 
tions from David Lilienthal’s book TV A: 
Democracy on the March, should be 
viewed in this light. 

Mr. Russell starts off by referring to a 
quotation from the Lilienthal book in 
which the TVA expert states that cen- 
tralization is a threat to the human spirit 
and its control is of consequence to all 
freedom-loving men. He then points out 
inconsistency in the above with further 
Lilienthal quotations which state that 
while TVA and other proposed projects 
of similar proportions might in them- 
selves necessitate centralized control 
within their respective areas, they really 
represent “an effective combination of 
the advantages of the decentralized ad- 
ministration of centralized authority.” 

In the light of the initial Lilienthal 
quotation, concerning centralization as 
a threat, the author views with surprise 
a later statement of the TVA protag- 
onist which seems to acknowledge the 
unprecedented idea—nature of TVA— 
in these words: 


“The TVA Act was nothing inad- 
vertent or impromptu. It was rather 
the deliberate and _ well-considered 
creation of a new national policy.” This 
same thought is found on page 58: “It 
was the methods of the past which the 
act creating the TVA deliberately re- 
pudiated. For in this major character- 
istic—the unified approach—TVA was 
a definite break with government tra- 
dition.” 


| 9 te this, the author brings to 
mind that the government tradition, 
as known in America, is mainly one 
based on common law and states’ rights 
with a checks-and-balance system con- 
stantly in operation to insure limited Fed- 
eral power. 

He sees Lilienthal as repudiating this 
tradition and tagging it as a “negative” 
concept of government—which concept 
is today outmoded by a new approach 
where government assumes a “this is to 
be done” attitude. This alien approach, 
which breaks with the traditional Ameri- 
can concept of government, ig viewed by 
Mr. Russell with the following state- 
ment: 


Mr. Lilienthal believes that this 
“negative” approach is outmoded. He 
recommends that the new approach by 
government be: “This is to be done.” 
The only puzzling element in that state- 
ment is why Mr. Lilienthal chooses to 
call it a new approach. Actually, it is 
as old as government itself. In fact, the 
United States government apparently 
is the only government in known his- 
tory that was not established to force 
positive action on its citizens. The 
Federal Constitution was specifically 
designed to define and limit positive ac- 
tion by a Federal government that was 
yet to be set up. 
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Continuing in the “idea” vein, the book 
sees TVA (as Lilienthal describes it) as 
a “seamless web” uniting almost every 
possible economic and social phase of its 
area of operation and the people within 
that area. Being of such a complex na- 
ture it requires “expert” administration 
and as a result becomes a government by 
“so-called experts.” 


| discussing the public benefit aspects 
of TVA—flood control, navigation, 
national defense—the author brings out 
the many conflicting claims involved in 
any discussion of these intangibles. He 
points out, in the case of flood control, 
that TVA in assigning value to this bene- 
fit decided that $1,500,000was a fair esti- 
mate of the average yearly flood damage 
in the Tennessee valley. And after arbi- 
trarily increasing this estimate by 50 per 
cent to cover “intangible benefits” the 
gross annual benefit to the Tennessee 
valley was assigned a value of $2,250,- 
000. Capitalized at 4 per cent, this an- 
nual benefit becomes a capital value of 
$56,250,000. An amount of $20,000,000, 
representing the value of local com- 
munity flood-control efforts, is then de- 
ducted, and the figure of $36,250,000 re- 
sults. This is then compared with the 
$153,000,000 in construction costs al- 
ready allocated by TVA. The interest 
alone on this, amounting to $3,500,000, 
exceeds the initial flood-control benefit 
of one and one-half million dollars de- 
termined by TVA. 

The author also touches on flood con- 
trol in action when he raises questions as 
to the “infallibility of ‘bureaucratic 
authority” in matters of valley planning 
and anticipating the movements of flood- 
bent rivers. In this connection he cites 
the case of the Columbia river flood of 
1948 where a government-planned com- 
munity was inundated, although it had 
previously been termed safe from pos- 
sible flood damage. 

The book looks at the value of naviga- 
tion and cites that $149,000,000 in con- 
struction costs already has been allocated 
for this benefit. Also to be considered 
are annual operating costs charged to 
navigation in 1947 which amounted to 
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almost $3,000,000. This does not include 
the yearly War Department, Coast 
Guard, and drainaging expenses for 
operating and maintaining the TVA locks 
and related services. This additional cost 
was about $900,000 in 1947. In making 
a comparison with other approaches to 
the navigation problem, it is pointed out 
that the Army Engineers in 1930 re- 
ported to Congress a contemplated proj- 
ect to do for navigation on the Tennessee 
river just what TVA later did, which was 
expected to cost $75,000,000. TVA ina 
period of much lower construction costs 
allocated $149,000,000. 

The freight aspects of river navigation 
are considered in a comparison of aver- 
age ton-mile rates charged by southern 
railroads with the estimated cost per ton 
mile of river freight on the Tennessee 
river. The figures covering the years 
1944 to 1947 disclose the river freight 
average to be more costly in each year. 
The author then quotes a U. S. General 
Accounting Office report to Congress in 
1948, based on a study of the “savings” 
produced by the TVA navigation proj- 
ect. This report states that the benefits 
are not sufficient to cover out-of-pocket 
expenses. 


Fee ecer of the national defense 
value of the TVA project finds the 
author in conflict with the TVA pro- 
ponents. He maintains that it is far too 
difficult to evaluate the war effort con- 
tribution of the project as opposed to the 
other values which lend themselves to 
financial analysis. In support of this 
point he suggests the impossibility of ac- 
curately comparing the relative wartime 
contributions of TVA as opposed to the 
United States Steel Corporation. In this 
connection he considers that the non- 
existence of either organization may or 
may not have prolonged the war. 

The author first approaches an analysis 
of the private power versus government 
power question in his discussion of the 
interest phase of TVA’s financial opera- 
tions. He points out that the General Ac- 
counting Office in a report on TVA finan- 
cial practices considers that the total cost 
to the government of this project is not 
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reflected because of the lack of an in- figures do not take into account other 
terest payment, The Accounting Office special tax privileges enjoyed by TVA— 
recommends that interest should be calcu- but not by private utilities—such as the 
lated by the Treasury Department to re- franking privilege in the use of the 
imburse it for its costs. On TVA electric mails, tax-free gasoline, exemption from 
rates the author states: various license fees, and so on. 


The fact that the TVA electricity 


Mr. Russell meets TVA’s defense of 


rates do not include interest and other _ its tax position in these words: 


inescapable costs of doing business, 
does not mean that these costs are 
thereby avoided. It means only that 
these costs are borne by the taxpayers 
instead of by TVA customers. 
Probably everyone who ever heard 
of TVA is familiar with the original 
claim that TVA was to be a “yard- 
stick” to measure the rates charged by 
private power companies. For this 
purpose, it was announced that TVA 
was to operate financially as much like 
a private power company as possible. 
But on this matter of interest cost, the 
TVA “yardstick” seems less than the 


In defense of these tax exemptions, 
TVA says that private companies pay 
only a certain percentage of their 
profits as taxes to the Federal govern- 
ment. TVA claims that it pays all its 
profits to the Federal government, call 
it taxes or whatever you wish. But this 
TVA claim begs the question of its 
costs as compared to the costs of pri- 
vate companies. It assumes that TVA 
makes a profit. But how can a profit 
be determined until a// costs are calcu- 
lated and fully met? 


Administrative agencies and authori- 


customary three feet long. ties, as typified by TVA, are viewed by 


Further statements by the author on 
the inaccuracy of the “yardstick” are 
pointed out when he observes that the 
government forces down its own interest 
rate below the true value of capital in 
production. This is accomplished in two 
ways: (1) The government in its money 
monopoly réle can make its own bonds 
convertible into currency. In doing so it 
creates more money and bank credit used 
by purchasers to buy government bonds. 
(2) The government meets the losses on 
its own undertakings by taxing profits of 
successful enterprises, thereby eliminat- 
ing the risk factor from government in- 
terest rates. 


Ta the statement by TVA advocates 
that TVA makes payments in lieu 
of taxes, the author replies that any such 
payments are percentagewise far below 
those of private utilities. He cites as an 
example the year 1947 when TVA pay- 
ments in lieu of taxes amounted to 3.9 
per cent of the total revenue received, 
while, at the same time, private electric 
companies paid in total taxes—Federal, 
State, and local—an average of 18.9 per 
cent of total revenues received. These 
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the author as tending toward a govern- 
ment of “administrative absolutism.” 
The author has this to say about them: 


For instance, when an administra- 
tive agency—FCC, TVA, FTC, ICC, 
or what you will—receives or insti- 
gates a complaint against a person who 
has allegedly violated one of its de- 
crees, this procedure is often followed: 
The agency officials begin an investi- 
gation. In effect, this often amounts to 
a prosecution of the accused even be- 
fore he hears about the investigation. 
The administrative agency allows its 
own investigators to act as prosecu- 
tors. And, quite frequently, the officers 
of the agency make their decision in 
secret conference with these same in- 
vestigators, 

This procedure is contrary to the 
most elemental principle of justice. An 
American court summed it up in these 
words: “One of the rights secured to 
an accused person by the law of the 
land is that his accuser shall not at the 
same time be his judge; that is a prin- 
ciple of law that is fundamental ; it is 
the first requisite to a fair and impar- 
tial trial; it is a privilege that the law 
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of the land guarantees to every man 
when his life or liberty, good name, 
fame, or property is involved.” 


In a chapter entitled “TVA: Yard- 
stick or Birch Rod ?” it is pointed out that 
a recent report of a Senate chairman of 
our national committee for long-range 
future government public works, dis- 
closed that long-range planning of future 
government public works, anticipates an 
eventual expenditure of $57,506,200,000. 
Of this sum $24,086,900,000 has been 
allocated for hydroelectric power. In the 
face of these imposing figures, the author 
questions as to whether TVA is a “yard- 
stick” or a “night stick,” and sees in them 
warnings of a 100 per cent government- 
owned and -operated electric industry. 


B* way of refuting arguments, that 
only the government is big enough 
to develop river projects, the author de- 
scribes imposing hydroelectric undertak- 
ings in California on the part of South- 
ern California Edison Company, and in 
Wisconsin, by the Wisconsin Valley Im- 
provement Company. In the case of the 
former, it is pointed out that a private 
utility successfully constructed a $100,- 
000,000 hydro project in the High 
Sierras, building such elaborate require- 
ments as access railways and highways, a 
13-mile tunnel, hydroelectric power- 
houses, and dams. In addition to the 
electric power features of the project, 
valuable flood control was furnished for 
the lower San Joaquin river area. No 
good or tillable land was flooded. Water 
is stored to be released for power pro- 


duction during the dry season. The water 
is then also automatically available for 
irrigation in the valley below. Taxpayers 
make no contribution to the project, yet 
they receive contributions from all these 
improvements through taxes paid on 
them by Southern California Edison. 

The Wisconsin Valley Improvement 
Company, a private organization, is to the 
Wisconsin river what the TVA is to the 
Tennessee. Flood-control, recreation, and 
power benefits are attained through the 
efficient workings of this privately owned 
stock company. 

The power lobby question is discussed, 
and, in addition to the public and private 
power lobbies, as they are commonly 
known, the writer also refers to a third 
private interest lobby which has recently 
taken the position of approving govern- 
ment hydroelectric projects—if a policy 
of private utility distribution is followed 
in connection with the power developed. 


- his chapter on “Monopoly or Com- 

petition,” the author emphasizes in re- 
buttal to the common monopoly concept 
of the utility operation, the qualifying 
factors to which all utilities are exposed. 
An important factor which qualifies the 
monopoly position of a utility—namely, 
state regulation—is not especially con- 
sidered. However, attention is directed 
to competitive factors which enter into 
the day-to-day operation of the utility 
and which tend to further limit the 
monopoly aspects of its operations. In- 
teresting observations on “TVA and 
Freedom,” “Interest and Production,” 
conclude Mr. Russell’s analysis. 





Fuel and Energy Shortages 


NDUSTRY and the country in general 
I are becoming increasingly aware of 
the problem of fuel and energy shortages. 
Recently their attention has been directed 
to the possibility of extracting crude oil 
in shale mining operations. The United 
Nations Scientific Conference on the 
Conservation and Utilization of Re- 
sources considered this subject of fuel 
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shortages in detail at their recent session 
at Lake Success, New York. John C. 
Parker, recently retired president of Con- 
solidated Edison and past president of 
the American Institute of Electrical En- 
gineers, was nominated by the War Pow- 
er Conference to present a thoughtful 
analysis of the fuel and energy reserve 
question to the United Nations group. 
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“GUS, PLEASE, THOSE ARE OUR EXPENSIVE PRESSURE GAUGES!” 


Mr. Parker in his analysis considers 
the functional significance of the power 
data appearing in the Fourth Statistical 
Yearbook of the World Powex Confer- 
ence, 1936-1946. This reference discloses 
that in every principal coal-producing 
country of the world there is a virtually 
indefinite large reserve of coals—either 
proved or probable. There appears to be 
no problem of the adequacy of the stock 
in place in the earth. In contrast with this 
existence of large supplies, the yearbook 
indicates the trends of production to be 
highly regressive. These shortages of 
production, according to Mr. Parker, ap- 
pear to be caused by (1) devastation of 
equipment and workings brought about 
by military action; (2) internal, social, 
and economic readjustments; (3) a re- 
duced need because of a lowered level of 
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industrial activity ; (4) reduced financial 
ability to buy solid fuels and their pro- 
ducts in the form of gas or electric en- 
ergy; (5) the working out of the more 
easily mined seams. 


y is suggested that this last cause of 


_ shortage—lessened production involv- 
ing the mining itself—might be alleviated 
by working more difficult seams. This 
would be accomplished with either a full- 
er use of mechanized mining equipment 
or by distilling the coal in place for the 
extraction of gas where such extraction 
is adaptable to the use requirements. 

Where reduced production is the re- 
sult of a low industria] economy, or 
limited economic resources of a lo- 
cal population, there is no direct remedy. 
The problem then becomes broader and 
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more profound, according to the speaker. 
In connection with the solution of this 
problem, he comments: 


It would be beyond the scope of this 
paper and indeed an impropriety to dis- 
cuss what are the best means by which 
general political and economicameliora- 
tive conditions can be brought about. 
This much, however, seems certain— 
that if the human benefits to be accom- 
plished by technologic improvements 
of the processes of extraction fall short 
of balancing the human effort that 
must be expanded in those technologic 
developments the latter should not be 
undertaken. 


The speaker then refers to a United 
Nations publication No. 1949, “Major 
Economic Changes in 1948,” which 
states: 


World production (excluding the 
USSR) of fuel and energy—coal, lig- 
nite, crude petroleum, hydroelectric 
energy, and natural gas—during the 
first nine months of 1948 reached 125 
per cent of prewar levels. The relative 
contributions of coal, petroleum, and 
electricity to this increase may be 
gauged from the following indices 
(based on monthly averages) : 

Crude 

Fueland Elec- Petro- 
Year Energy tricity leum Coal 
1937 100 100 100 
1947 170 152 102 
1948 (Jan.-Sept.) 125 183 171 104 


‘te report goes on to state that by the 
autumn of 1948 a new record of coal 
production had alleviated the critically 
postwar European shortages in coal pro- 
duction. During the year ended Septem- 
ber 30, 1948, world production is esti- 
mated at more than 1,520,000,000 metric 
tons—about 10 per cent above the 1937 
level, and about 3 per cent above that of 
1947. The recovery of coal production in 
Europe accounted chiefly for the increase 
where it reached 88 per cent of prewar 
level, excluding the USSR, and repre- 
sented a gain of 8 per cent over the pre- 
ceding year. Evidence of eased supply 
conditions was reflected in the coal ex- 
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port figures from European fields. The 
utility man touches on the problem of 
conservation of solid fuels when he ex- 
plains : 


The problem posed by the solid fuels 
would seem at first blush to be not one 
of conservation in the face of the virtu- 
ally unlimited reserves, proved and 
probable, and with the as yet unknown 
reserves in less developed areas of the 
earth’s surface. There is obviously 
little point in conserving solid fuels to 
repose underground for use centuries 
hence when in the interim energy may 
come to be developed directly from the 
sun’s heat or through the processes of 
nuclear fission. In many cases the con- 
servation of coals will be accomplished 
only by the expenditure of human 
effort in producing the materials for 
and in constructing and operating de- 
vices which may at some far distant 
date be found not to have saved any- 
thing much worth the saving. 


The speaker views the problem posed 
as one, not of the conservation of natural 
resources, but of the conservation of cur- 
rent and subsequent human resources 
necessary to bring them into the service 
of men. He sees no general answer to the 
problem, although protagonists of one 
solution or another seek to generalize. He 
does not view as a conservation project 
the construction of large hydroelectric 
development remote from locations 
where its product will be used when an 
ample supply of easily extracted and de- 
livered fuel is available near the place 
where the power will be used. On the 
other hand, where the need for energy is 
approximate to easily developed water 
power and distant from an economically 
adequate fuel supply, a real conservation 
measure appears to result. On the con- 
sideration of the conservation problem 
from the standpoint of expended human 
effort, Mr. Parker has this to say: 


The end result must be a sound bal- 
ance of expenditure—not of monetary 
units as such but of human effort of 
which those monetary units may be a 
significant symbol. 
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T= speaker observes any world-wide 
energy shortage as only a transitory 
one. It can always be corrected by build- 
ing power plants, or in areas where 
there is a hydroelectric potential, by con- 
structing dam facilities. A limited sup- 
ply of fuel in the form of gas may miti- 
gate against a ready solution of the prob- 
lem. The speaker believes that where 
difficulties prove insurmountable, the 
area affected should take stock of its 
economic potential and perhaps decide to 
content itself with an economic position 
more in keeping with its supply of natural 
resources. This is illustrated in an ex- 
ample of where an area adapted to the 
growing of bananas will be insusceptible 
of producing hard winter wheat and vice 
versa. It is pointed out that the impor- 
tance of the energy supply lies in the plan 
for utilization rather than being intrinsic 
in the energy itself. 

In reporting that no world shortage, 
present or imminent, exists with refer- 
ence to solid fue] and energy resources, 
Mr. Parker says: 


In the utilization of our fuels and 
more particularly in the utilization of 


energy, it is important to avoid a com- 
mon misconception or, at least, to bring 
it into proper relationship. It is often 
assumed that the improvement of un- 
derdeveloped areas may depend pri- 
marily on a plentiful supply of energy 
and that the furnishing of such a sup- 
ply will put such areas on an approxi- 
mate parity with other regions. It does 
not take much consideration to realize 
that neither fuel nor energy as such can 
be applied to the development of an 
economy—that no one can merely take 
in hand a number of kilowatt hours and 
make direct use of them. Fuel and en- 
ergy find their proper place in eco- 
nomic development through the instru- 
mentalities of utilization and these in 
turn depend on the materials for pro- 
duction, skill in the organization of en- 
terprise, and the development of mar- 
kets for the things produced. 


Having taken into consideration the 
many factors in the solid fuel and energy 
shortage problem, Mr. Parker concludes 
that the supply of energy, greater or less, 
as the case may be, is a sine qua non of 
progress, be it local or world-wide. 





¢ - industry will undertake flexible, realistic, organized, and 
continuous planning, it should be able to do the kind of 


business-management job which must be done if it is to demon- 
strate the lasting value of free enterprise to the satisfaction of 
those who collectively are American. 

“One must first examine the position which free enterprise 
occupies in our economy and then consider the tides of public 
opinion and the problems which confront us. Having plotted 
our present position, let us then attempt to chart the course we 
must follow in planning for the future—planning for further 
progress. I am disturbed by the fact that an alarming number 
of people in this country are unknowingly turning away from 
the ideals of free enterprise and are moving unwittingly in the 
direction of a welfare state. This group seems anxious to turn 
to the government as a panacea of every ill. I heartily share 
the desires of any group that desires to eliminate the extremes 
of boom and bust which have attended our economic progress; 
but I deplore the willingness of any group to let the govern- 
ment do their thinking for them.” 

—Davip F. AustTIN, 
Vice president, United States Steel 
Corporation. 
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The March of 
Events 


In General 


Senate Group Studies 
Olds’ Nomination 


N September 27th a subcommittee of 

the Senate Interstate and Foreign 
Commerce Committee opened hearings 
on the nomination of Leland Olds for 
another term as a member of the Federal 
Power Commission. The 7-man Senate 
committee, headed by Senator Johnson, 
Democrat of Texas, hoped to complete 
testimony in time for a vote and reference 
for a full committee report early in Oc- 
tober. 

However, with nearly forty witnesses 
about evenly divided between supporters 
and critics of the Olds’ nomination, it was 
questionable whether the hearings could 
be concluded in time for final vote by the 
Senate on the nomination before a recess 
or adjournment of the congressional 
session. 

Leading off for the proponents favor- 
ing the Olds nomination were former 
Assistant Secretary of State Adolf A. 
Berle, Jr., Professor James C. Bonbright 
of Columbia University, and Morris 
Llewellyn Cooke, former REA Admin- 
istrator. 

Senator Johnson tried to arrange for 
an even division of time among the nu- 
merous witnesses—exclusive of several 
congressional witnesses, including Sena- 
tor Kerr, Democrat of Oklahoma, who 
was expected to spearhead the opposition 
to Olds’ reappointment. 

For several months Olds has been off 
the payroll of the FPC because of the 
delay in Senate action on his nomination. 
There were unofficial reports that he 
might take on temporary consulting 
duties with the Nationa] Security Re- 
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sources Board if a decision on his con- 
firmation could not be obtained before 
the congressional recess. 


Reclamation Chief on Carpet 


ICHAEL W, Straus, Reclamation 

Commissioner, was scheduled to 
appear before the Senate Interior Affairs 
Committee on October 11th to answer 
charges of incompetence and “politics” 
filed against him by Senator Sheridan 
Downey, Democrat of California. 

The chairman, Senator Joseph C. 
O’Mahoney, Democrat of Wyoming, 
said Richard Boke, California regional 
reclamation director who also was named 
in Senator Downey’s charges, will follow 
Mr. Straus as a witness. Afterward, he 
said, the committee will make a “general, 
broad-scope investigation” of water prob- 
lems and discuss recommendations of the 
Hoover Commission on government re- 
organization. 

Senator Downey has repeatedly ac- 
cused both Straus and Boke of deceptive 
administration and misleading Congress. 
He has suggested that impeachment pro- 
ceedings should be started against the 
Reclamation Bureau officials if he proves 
his charges against them. 

Mr. Straus and Secretary of Interior 
Krug have replied by asserting that Sen- 
ator Downey has raised a “phony” issue. 


To Form Canadian Power Board 


I“ MEDIATE formation of an interpro- 
vincial power board to recommend 
appropriate hydroelectric development of 
the Winnipeg river watershed was agreed 
on by government representatives of 
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Manitoba and Ontario. The board is to 
study power potentialities on the English 
and Winnipeg rivers in Manitoba and 
Ontario. 

Premier Campbell of Manitoba has 
agreed to establishment of the power 


board. 
Robert H. Saunders, chairman of the 


Ontario Hydro-Electric Power Commis- 
sion, said he would recommend formation 
of the board to Premier Frost of Ontario. 
He added that the Ontario government 
intends to double the generative capacity 
of its Pine Portage hydroelectric project, 
now being built on the Nipigon river, to 
help serve power needs of both provinces. 


California 


Voters to Decide Purchase 


Be San Francisco board of super- 
visors recently agreed, 10 to 1, to 
let the voters decide on November 8th 
whether the city should buy the Califor- 
nia Street Cable Railroad for $150,000. 

However, the board members served 
notice they would withdraw the ballot if 
the company does not accept responsibil- 


ity for all claims and damage liabilities 
against the cable system. These liabilities 
have been variously estimated at from 
$35,000 to $300,000 by company repre- 
sentatives. 

Company officials reached “tentative 
agreement” with striking AFL carmen, 
but resumption of operations was said 
to depend on whether the purchase pro- 
posal goes on the November 8th ballot. 


Florida 


Judge Amends Original Order 


IRCUIT Judge Bryan Simpson last 
month modified his original order 
involving a wage dispute between the 
Jacksonville Gas Company and the In- 
ternational Association of Machinists. 
After a rehearing of a petition to review 
the findings of a board of arbitration 
which had granted pay increases to the 
public utility workers, retroactive to De- 
cember 19, 1948, Judge Simpson ruled 
that the back-pay period should extend 
to last January 17th. He upheld all other 
findings of the board, as he had in his 
original order. 
The state law under which the arbitra- 
tion plan is offered as a substitute for 


strikes in public utilities provides that if 
the arbitration board’s findings are “fe- 
versed” by the court, and the reversal is 
not appealed, the court’s order shall be 
certified to the governor, who either may 
direct that the company-union negotia- 
tions be reopened or appoint a new arbi- 
tration board to make a new study of 
the dispute. 

Whether Judge Simpson’s order con- 
stitutes a “reversal” of the arbitration 
board’s findings may have to be adjudi- 
cated. Judge Simpson offered the opinion 
he had merely modified the findings by 
holding that the arbitration board had 
been without authority to order the retro- 
active pay period as far back as last De- 
cember 19th. 


Kansas 


Court Upholds Commission 
UDGE Ray H. Calihan recently upheld 
the interim order of the state corpo- 
ration commission in fixing the wellhead 
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price of gas in the Hugoton field at 8 
cents a thousand cubic feet. The case was 
argued before the district judge at Gar- 
den City on September 12th and 13th by 
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corporation commission lawyers and at- 
torneys for three large pipe-line compa- 
nies who brought the court action. 

The court found that the interim order 
of February 18th was “a lawful and rea- 
sonable order” and that it should be 
“upheld and sustained.” 

Judge Calihan assessed the cost of the 
court action to the plaintiffs, Panhandle 


Eastern Pipe Line Company, Northern 
Natural Gas Company, and Kansas-Ne- 
braska Natural Gas Company. The three 
companies had contended that the com- 
mission order exceeded the authority of 
the regulatory body and denied them con- 
stitutiona] rights. 

An appeal to the state supreme court 
was expected. 


Kentucky 


Asks Commission Hearing 


_o state public service commission 
was recently asked to hold a hearing 
at Calvert City at which the community’s 
wishes in the power argument there 
might be expressed. 

A “Calvert City Committee” has writ- 
ten the commission chairman suggesting 
the move to help settle whether the city’s 
power distribution system shall be sold 
to Kentucky Utilities Company or to the 
Jackson Purchase Rura] Electric Codp- 
erative. 

The committee said it had reviewed 
copies of a recent petition filed by L. A. 
Solomon, owner of the system, in which 


it was asked that he be allowed to sell 
to KU. Solomon also filed another peti- 
tion bearing names of persons who had 
previously asked for a sale to the REA, 
asking that the first petition be counter- 
acted. 

The dispute arose several months ago 
when it became known KU sought the 
commission’s sanction of an agreement 
to buy the facilities for $78,000. Calvert 
City citizens obtained two delays of the 
scheduled hearing and counterproposed 
that the REA be allowed to buy the sys- 
tem for the same price. Their argument 
was that sale to KU would deprive them 
indefinitely of Tennessee Valley Author- 


ity power. 


Massachusetts 


Signs Gas Contract 


‘fe Fall River Gas Works Com- 
pany, which serves a population of 
134,000 in Fall River, Swansea, and 
Somerset, announced last month that it 
had signed a 20-year contract with the 
Northeastern Gas Transmission Com- 
pany for a supply of natural gas from 
the oil fields of Texas and Louisiana. 
The company, third in the state to sign 


such a contract, said it expected deliveries 
would begin in late 1950 or early 1951. 
The Northeastern is a New England dis- 
tributing concern which will obtain its 
supplies from the Tennessee Gas Trans- 
mission Company, now projecting a pipe- 
line to Worcester, and the Transcon- 
tinental Gas Pipe Line Company, which 
has a line under construction to New 
York. 


* 
Michigan 


Gas for Industry OK’d 


_— large volume industrial 
users may buy natural gas from the 
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Michigan Consolidated Gas Company 
after October Ist, but with the stipulation 
that their supply can be shut off if short- 


ages develop, the state public service com- 
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mission ruled last month, it was reported. 

Improvement in Michigan’s natural 
gas picture, with completion of the Michi- 
gan-Wisconsin Pipe Line Company con- 
duit from southwestern gas fields sched- 
uled for December Ist, led to the com- 
mission’s decision, which will] benefit De- 
troit industry. 

Chairman John H. McCarthy ex- 
plained that the order would enable 
Michigan Consolidated to contract to 
import more gas into the state. The end 


result, he said, may be authority by the 
Federal Power Commission to increase 
the Michigan-Wisconsin pipeline’s ca- 
pacity. 

Customers for the new service must 
maintain stand-by equipment, and their 
supply can be terminated on thirty days’ 
notice, although the commission chair- 
man said supplies would be sufficient un- 
der normal circumstances to maintain the 
special industrial service and all existing 


needs. 


Missouri 


Regulatory. Legislation 
Introduced 


a introduced last month in 
the state legislature at the request of 
St. Louis officials would repeal a 1947 
law giving the state public service com- 
mission the sole right to regulate fares 
and operations of bus systems operated 
in conjunction with street railways. 

The new bill would give municipal offi- 
cials in St. Louis, Kansas City, and St. 
Joseph control over such bus systems. St. 
Louis officials recently have said they 
wanted control over the St. Louis Public 
Service Company. This assertion came 
shortly after the state commission per- 
mitted the company to increase fares. 

Chairman Morris E, Osburn of the 
state commission said the 1947 law had 
been enacted merely to clarify the com- 
mission’s control over bus operations. 
He expressed belief that the commission 
had control without the 1947 law, but 
that the statute assured it. 

Recommendations for “home rule” by 
St. Louis in the contro] of utility rates 
were adopted by the CIO Industrial 
Union Council last month in accepting 
unanimously a report of the council’s 
legislative committee covering subjects 
of general interest. 

The recommendations called for con- 
trol by St. Louis of rates charged by 
public utilities “operating for the greater 
part within the city.” 

Other points in the CIO legislative 
program included opposition to a con- 
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tinuation of the city earnings tax, which 
was described as inequitable because in- 
dividuals are taxed on gross earnings 
tax, while industry is taxed on net profit, 
and repeal of the King-Thompson Act. 


City Asks Release from Tax Costs 


HE Kansas City Public Service 

Company asked the city to release 
the company from taxes and other 
charges which would amount to a reduc- 
tion of about $440,000 a year in transit 
operating costs. 

Powell C. Groner, president of the 
company, asserted a “crisis” was ap- 
proaching and that the privately owned 
company was entitled to a reasonable re- 
turn on investment or public ownership 
of the transit company might result. 

“Despite recent fare increases, the in- 
dicated operating result of this company 
for the last six months is a deficit of ap- 
proximately $270,000,” he stated. 

He cited several] factors contributing 
to the poor showing, including decreased 
employment and fewer public transpor- 
tation riders, expanding decentralization 
of the city with more persons moving to 
the suburbs, increased use of private 
motor cars, higher wages and taxes for 
the company, and long hauls to and from 
thinly settled districts. 

The company asked for the with- 
drawal of the “wartime” gross receipts 
tax of $200,000 a year, which is about 3 
per cent on busses and 1 per cent on 
streetcars. 
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Nebraska 


Refinancing Program Closed 


LOSING of a refinancing program for 
the Nebraska public power system 
was held at the Federal Reserve Bank in 
Kansas City, Missouri, last month in- 
volving the refunding of $20,300,000 of 
bonded indebtedness of the system held 
by the Public Works Administration of 
the Federal government. The money 
originally was loaned to the system to 
construct three large hydroelectric gen- 
erating stations on the Platte and Loup 
rivers in Nebraska, and for building a 
high-voltage transmission grid for the 
eastern two-thirds of the state. 

Claude R. Wickard, Rural Electrifica- 
tion Administrator, has agreed to loan 
the system new capital from funds ap- 
propriated for rural electrification to the 
extent of $8,412,000 for extension of 
rural service. Three million dollars was 
advanced last month on that loan. The 
REA loan bears an interest rate of 2 per 
cent. REA demanded and was given 
representation on the management com- 
mittee that fixes the system’s rates, along 


with the Consumers Public Power Dis- 
trict, which now carries a million dollar 
loan to the system. 

In addition to the new capital provided 
by REA, the system proposes to issue 
additional bonds from time to time and 
sell them through public sale to invest- 
ment banking syndicates in an amount 
not in excess of $14,700,000. 

A unique feature of the refunding and 
financing program of the system are the 
power contracts which the system has 
worked out with the codperation of its 
customers, whereby the customers receive 
their power requirements on a “service 
at cost” basis, the cost varying auto- 
matically as the costs of materials and 
labor fluctuate, and as new facilities are 
added. 

The Nebraska power system consists 
now of but two hydroelectric generating 
plants, Loup River and Platte Valley. 
When Central Nebraska Public Power 
and Irrigation District withdrew last 
April, it assumed the $24,000,000 of 
bonds held by the government agency 
against its properties. 


* 
New Jersey 


Gas Rate Increase Denied 


HE New Jersey Board of Public 
Utility Commissioners recently de- 
nied the South Jersey Gas Company an 
increase in rates. The board said it took 
this action because “production expenses 
are currently at lower levels than when 
present rates became effective” more than 
a year ago. 
The proposed increase, the commis- 
sion said, would have added 33 cents to 
the average monthly bill of Glassboro 


customers and 40 cents to bills of Atlantic 
City customers. 

The company said the boost was 
needed to “offset increased costs of op- 
eration and to improve the present low 
rate of return on the company’s invest- 
ment.” The proposed rates, it said, would 
have brought in an additional $348,000 
annually. 

The commission also ordered a sus- 
pension of the proposed gas rate increase 
of the Elizabethtown Consolidated Gas 
Company until January 1, 1950. 


Oregon 


Utility Cuts Gas Price 


1x Oregon cities receiving gas service 
from California-Pacific Utilities 
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Company have received a 9 per cent rate 
reduction which totals $113,000 annual- 
ly. They are Medford, LaGrande, Ash- 
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land, Grants Pass, Roseburg, and Kla- 
math Falls. 

George H. Flagg, Oregon state public 
utilities commissioner, said the reductions 


were brought about by a drop in the 
wholesale price of liquefied petroleum 
gas, the base for the fuel used by these 
communities. 


Pennsylvania 


Gas Rate Reduction Approved 


REDUCTION in gas rates for Phila- 
delphia’s 500,000 domestic con- 
sumers, effective January 1, 1950, was 
approved recently by the gas commission. 
A proposed schedule of reductions will 
be prepared by the company to be pre- 
sented for action at this month’s meeting 
of the commission. 
The commission ordered the new pro- 
posal to include additional services and 
free gas to the city of Philadelphia. The 
amount also will be determined at this 
month’s meeting. 

The gas commission, after approving 
both operating and construction budgets 
of the Philadelphia Gas Works Company 
for the year 1950, stated that, through 
efficient operations, and the utilization 
of natural gas, “the earnings during 1950 
will be sufficiently large to permit a re- 
duction of gas rates to domestic 


customers starting January 1, 1950.” 

It was reported that the commission 
hopes to be able to wipe out the 10 per 
cent increase imposed in January, 1948, 
as a temporary measure. In addition, 
there was said to be a possibility of fur- 
ther reductions in domestic consumer 
rates by the middle of 1950. 

Philadelphia Electric Company has 
lowered gas rates for about half of its 
165,000 gas customers in areas adjacent 
to Philadelphia served by the company. 
The reductions, which range up to about 
11 per cent, apply to industrial users and 
those burning gas for a combination of 
home heating, hot-water heating, and 
cooking. Householders who use gas for 
cooking only are not affected. 

Lower fuel costs and a great supply 
of natural gas were the principal factors 
enabling Philadelphia Electric to lower 
the rates, a company spokesman said. 


Virginia 


Again Asks 2-zone Fare 


LS frre TRANSIT CoMPANY recently 
asked the Norfolk city council to 
resume negotiations on the company’s 
request for a 2-zone fare system in Nor- 
folk, to replace the present straight 10- 
cent fare. 

The company proposed that a 10-cent 
fare be collected in the first zone, and an 
additional 5 cents in the second zone. 
This fare was requested earlier this year, 
but the company agreed to the straight 
10-cent fare for a trial period of ninety 
days. Under the company’s agreement 
with the city, negotiations for a 2-fare 
system could be reopened if the straight 
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10-cent fare did not prove adequate. 

The company has threatened to with- 
draw its Norfolk operations unless it is 
permitted to earn a reasonable rate of 
return on its investment. 


Largest REA Loan Announced 


oo Rural Electrification Adminis- 
tration recently announced approval 
of the largest loan in its 14-year history, 
$14,320,000 to the Old Dominion Power 
Codperative of Chase City, Virginia. 

It said the loan will finance construc- 
tion of an electric power generating and 
transmission system which will serve 
80,000 Virginia farm families. 


OCT. 13, 1949 





Progress of Regulation 


Tax Effect Noted in Disapproving Exclusive 
Common Stock Issue 


‘Ta New Jersey board denied an ap- 
plication by the New Jersey Bell 
Telephone Company for authority to 
issue $40,000,000 of common capital 
stock to pay off loans by American Tele- 
phone and Telegraph Company and to 
reimburse its treasury for construction 
expenditures. The board believed that in- 
stead of an exclusively common stock 
issue there should also be an issue of 
bonds to meet these obligations. 

Counsel for the company had argued 
that the word “purpose” in the statute 
relating to board approval of security 
issues should be construed as meaning 
merely that the board must assure itself 
that the issuing company had sufficient 
capitalizable assets to support a new issue 
of securities, and he argued that the mat- 
ter of determining the type of securities 
to be issued was solely for the manage- 
ment. 

The board could not accede to “this 
narrow interpretation.” The board said 
that if the company’s interpretation were 
adopted, it would be within the uncon- 
trolled power of management to have a 
capital structure consist wholly, with the 
exception of $2,000 minimum organiza- 
tion stock, of debt capital. 

The board concluded that the type of 
security proposed to be issued—namely, 
all common stock—was not in the best 
interests of the company and was con- 
trary to the public interest. The capital 
structure after such issue would consist 
of 21 per cent bonds, 76.3 common stock, 
and 2.7 surplus. 
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If the company should undertake the 
present financing by an issue of debt se- 
curities, its capitalization would then be 
36.1 per cent bonds, 61 per cent common 
stock, and 2.9 per cent surplus. The board 
said this would be conservative capital- 
ization, explaining its position as follows: 


The tax effect, under the Federal 
statutes, of issuing securities is of im- 
portance in reaching our decision. A 
saving in taxes directly affects the 
earnings of New Jersey Bell and the 
burden that its customers have to bear 
in rates for service. This is true be- 
cause taxes are regarded as an allow- 
able operating expense in fixing rates. 

New Jersey Bell does not enjoy any 
tax exemption by reason of the com- 
mon stock dividends it pays to its par- 
ent company whereas AT&T can and 
does, under present tax regulations, de- 
duct 85 per cent of its dividend income, 
which includes that received from New 
Jersey Bell. Should New Jersey Bell 
issue bonds, however, the annual in- 
terest requirements thereon become 
an allowable deduction in computing 
its taxable income which, in this case, 
would materially reduce operating ex- 
penses and thus increase operating in- 
come. The yearly income tax saving 
would amount to about $450,000 per 
year. There are no present indications 
that the Federal income tax policy will 
be changed in the near future particu- 
larly as it relates to corporations. 

In addition to the income tax saving 
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there would be a reduction in cost of 
money to New Jersey Bell if debt 
rather than equity securities were is- 
sued. Even though the common stock 
proposed to be issued will carry no 
obligation to pay a fixed annual divi- 
dend, yet the absence of such an obli- 
gation does not mean that the money 
obtained from the sale of the stock does 
not have a cost. Since all of the com- 
mon stock is held by AT&T and 
market value therefore cannot be ascer- 
tained, the cost of common stock 
money may for purposes of this ap- 
plication be taken as equal to the cur- 
rent dividend rate which, for New 
Jersey Bell, is 5 per cent. The record 


does not disclose any plan to reduce 
this rate in the foreseeable future. 

If the cost of money for common 
stock, therefore, is 5 per cent and if 
bonds could be sold at a cost to New 
Jersey Bell of 34 per cent (the cost to 
New Jersey Bell on the issuance of 34 
per cent debenture bonds due 1988 
issued in 1948 was only 3.013 per cent) 
it follows that the issuance of debt 
rather than equity would represent an 
annual saving of 1} per cent in cost of 
money, which in dollars would amount 


to $750,000 each year. 


Re New Jersey Bell 
(Docket No. 4508). 


Teleph. Co. 


e 


Weaknesses and Errors Found in Testimony 
As to Observed Depreciation 


A= order of the Pennsylvania com- 

mission was upheld by the superior 
court, although the increase allowed was, 
according to the company, inadequate. A 
major dispute arose over the question of 
accrued depreciation. 

The company presented an inventory 
of its property coupled with a statement 
that a detailed inspection was made of the 
various parts of the property. Deprecia- 
tion percentages were determined to re- 
flect the average condition of plant. The 
court said: 


In regard to the elements of the plant 
which are retired from service solely 
for physical reasons, a proper observa- 
tion would be an approximate measure 
of the actual depreciation. But observa- 
tion of the physical conditions of the 
various types of property cannot be the 
only measure of accrued depreciation. 
For instance, its buildings would have 
to be kept in excellent physical condi- 
tion to permit their being used by their 
operators and to house the equipment. 
They had to be kept physically safe 
until a very short time before the retire- 
ment from service. The same thing is 
true as to the central office equipment, 
which on the very day of retirement 
must be capable of complete operation 
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and of rendering complete telephone 
service. At the moment of retirement 
the theoretical accrued depreciation of 
such buildings and equipment is 100 
per cent, and the value thereof thus 
depreciated is zero, although the condi- 
tion percentage may be very high. 
Therefore, physical condition alone is 
not a sound measure of accrued depre- 
ciation in the central office equipment 
and in the buildings housing it. 


A proper depreciation study, the court 
continued, must take into consideration 
the loss in value to the extent that phys- 
ical deterioration actually occurs, togeth- 
er with obsolescence, inadequacy, and any 
requirements of public authority. Such 
a study must contemplate the complete 
loss of the remaining value or condition 
value at the time of the retirement. 

“Observed depreciation” of right of 
way was called a misnomer. The company 
had estimated a service life of fifty years 
for its right of way and thus reached an 
annual 2 per cent depreciation. Yet the 
condition of the right of way at the end 
of the fifty years was actually 100 per 
cent. This was explained by the company 
as representing likelihood of abandon- 
ment. The court said that the claim was 
without foundation. 
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Station instalments and drop and block 
wires are nondepreciable accounts as de- 
fined by the Uniform System of Ac- 
counts. In spite of this, the company had 
assigned a percentage condition to each 
of these accounts, when, according to the 
court, they should be retained as non- 
depreciated throughout their service life, 
because upon retirement the cost of the 
plant retired is credited to the plant ac- 
count and charged directly into the op- 
erating expense for the year in which 
retirement is made. 

The commission’s action in resorting 
to 10-year-average prices rather than spot 
prices as a standard for reproduction 
cost was also upheld. A witness for the 
company expressed the opinion that the 
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cost levels would never again be experi- 
enced and that the average prices con- 
tained a heavy weighting of prewar prices 
on wages and materials. The commission, 
said the court, was not bound to accept 
either the witness’ opinion or his proph- 
ecy. 

A contention that the allowance for 
working capital was inadequate was over- 
ruled, and a claim for going concern 
value was rejected. The company, it was 
said, must show that going concern value 
had neither been adequately covered in 
the rate base nor recouped in prior earn- 
ings but had failed to make such show- 
ing. Blue Mountain Teleph. & Teleg. 
Co. v. Public Utility Commission, 
67 A2d 441, 


Sale of Electric Facilities to Rural Electrification 
Association Disapproved 


se Wyoming commission disap- 
proved the application of an electric 
distribution company for authority to sell 
its facilities and operating rights to a ru- 
ral electrification association, It held that 
the distributing company had never re- 
ceived a certificate to operate as a utility 
and, therefore, had nothing to transfer 
except its electric properties. The com- 
mission assumed that the facilities would 
not be desirable for use of the purchaser 
unless they could lawfully be operated in 
the area served by the seller. 

Further consideration of the evidence 
indicated that the granting of the appli- 
cation, regardless of the possession of a 
certificate by the seller, would be incon- 
sistent with the public interest. The seller 
does not own any generating equipment. 
Its property consists only of a transmis- 
sion line. Its customers are served 
through distribution lines and meters 
owned by them and connected with the 
seller’s transmission line. This distribut- 
ing company purchases current from a 
privately owned and operated electric 
company. 

The rural electrification association 
proposed to construct new lines within 
the certificated area of the electric com- 
pany. These lines would parallel an ex- 
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isting line used by the electric company 
delivering current to distributing com- 
panies. The commission believed that this 
construction and resulting duplication of 
facilities and service would finaly be re- 
flected in the rate structure of the pur- 
chaser and saddled upon the ratepayers. 
The granting of the application, the com- 
mission held, would permit two utilities 
to serve a small territory which could ade- 
quately be served by the one now author- 
ized to operate. It held this to be incon- 
sistent with the public interest. 

The privately operated electric com- 
pany offered to purchase the distributing 
facilities for the same price offered by 
the rural association. The commission 
stated that if the properties were sold to 
the electric company, the properties 
would remain a taxable asset to the com- 
munity, county, and state. Furthermore, 
the rural association intended to pay for 
the properties out of proceeds of a gov- 
ernment loan which had not been ap- 
proved. The commission believed that 
this loan might never be approved and 
consequently that some doubt existed as 
to the purchaser’s financial ability to ac- 
quire the distribution system. 

Commissioner Hudson, in a dissenting 
opinion, said that the distributing com- 
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pany did have a certificate and that it was 
a public utility company. He pointed out 
that the company had been actively en- 
gaged in the sale and distribution of elec- 
tric energy to the public within an estab- 
lished territory for the past seventeen 
years, He said that the company, in re- 
liance on a letter written by a former 
chairman of the commission stating that 
the company was a public utility and that 
it held a certificate, had operated accord- 
ingly. The commission had required the 
company to file rate schedules and annual 
reports. Furthermore, the corporation 
had been assessed as a public utility and 
it had paid taxes as such. For these rea- 


REGULATION 


sons he felt that the company was a public 
utility and should be so considered, 

Under these circumstances, Commis- 
sioner Hudson believed that the commis- 
sion was estopped to deny that the 
distributing company was lawfully au- 
thorized to operate as an electric utility. 
He also felt that the sale of the properties 
to the rural association would not impair 
the efficiency of the existing electric 
company since it would continue to sell 
electricity to the purchaser for the pur- 
pose of resale to consumers within the 
service area of the seller. Re Little Goose 
Distributing Co. et al. (Docket No. 
9138). 
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Telephone Company Improperly 
Deprived of Monopoly 


opm Oklahoma commission, accord- 
ing to a decision of the Oklahoma 
Supreme Court, was without authority to 
declare an area occupied and served by 
a telephone company open territory. The 
commission had taken such action on ap- 
plications and petitions of persons resid- 
ing in the area on the ground of inade- 
quacy of service. 

There was evidence tending to show 
that at the time the original petitions were 
filed and before certain improvements 
were made service was insufficient and in- 
adequate. It was undisputed, however, that 
this condition was due to war restrictions. 

The commission had based its decision 
in part at least on a finding that the com- 
pany had an overbuilt plant in this area 
as compared to its plants in other areas 
but that this overbuilding had been forced 
upon the company in an effort to defeat 
the application to make the area open 
territory. 

The commission said it would not con- 
sider this new construction in deciding 


whether the company was and had been 
rendering adequate service. The company 
had constructed additional plants “with 
its eyes open,” with knowledge and notice 
of the pendency of the application. The 
court commented as follows: 


We do not agree with the conclusion 
reached by the commission that appel- 
lant in making the improvements re- 
ferred to in the findings did so at its 
peril. The evidence shows without dis- 
pute that appellant shortly after acquir- 
ing the Moore Exchange started mak- 
ing improvements and extensions and 
continued to do so as heretofore stated 
until the beginning of World War II, 
and that the only reasons the improve- 
ments made in 1946 were not made 
sooner was because of war restrictions ; 
that it then had made considerable in- 
vestment in the exchange. It had a 
right to protect that investment. 


Southwestern States Teleph. Co. v. 
State, 208 P2d 581. 


e 


United States Government May Sue Itself 


Bie United States Supreme Court 
reversed a district court dismissal 
of a suit brought by the United States 
against the Interstate Commerce Com- 
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mission. The commission had dismissed 
the government’s reparation complaint 
against certain railroads which had re- 
fused to grant allowances for the gov- 
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ernment’s handling of its own goods on 
its own wharves and piers, the cost of 
which services the railroads absorbed for 
other shippers using public piers. 

The Supreme Court, on hearing the ap- 
peal from the dismissal of the govern- 
ment’s suit, first considered the proposi- 
tion of the government suing itself. The 
district court had dismissed the action 
without passing on the merits of the case 
on the ground that the government could 
not sue itself. 

The Supreme Court pointed out that 
by statute the United States is made a 
party defendant in any action brought 
against the Interstate Commerce Com- 
mission, Other statutory provisions re- 
quired the Attorney Genera] to appear 
for the government whenever it is made a 
defendant in such action. This, the court 
continued, produced the anomalous situ- 
ation, where the government sues the 
commission, of the Attorney General ap- 
pearing on both sides of the same con- 
troversy. 

The court ruled that notwithstanding 
this anomaly the established rule prohib- 
iting a person from suing himself had no 
application in the case at hand. It could 
not be presumed, the court said, that Con- 
gress intended by requiring the joining of 
the government as a defendant in suits 
against the commission, to make it im- 
possible for the government as a shipper 
to press a just claim which could be vindi- 
cated only by a court challenge of a 
commission order. 

The second point of contention was 
whether the district court had jurisdic- 
tion to review the commission order. 

The majority of the Supreme Court 


Py mee brotherhood’s effort to re- 

quire a railroad to install oil-burn- 
ing switch lights where only reflectorized 
signals were contemplated was defeated 
when the supreme court of Ohio affirmed 
a state commission order dismissing a 
petition requiring the railroad to show 
cause why certain yard conditions should 
not be improved. 
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ruled that under a provision of the code 
extending the jurisdiction of the court 
to cases brought to enjoin, set aside, an- 
nul, or suspend Interstate Commerce 
Commission orders, the district court 
might hear an appeal. The fact that a 
shipper was given alternative forums in 
which to seek reparation, the district 
court or the Interstate Commerce Com- 
mission, but not both, was not considered 
as impairing his right to obtain a judicial 
review of an adverse commission order. 

Justice Frankfurter, in a dissenting 
opinion, differed sharply with the major- 
ity on this point. He pointed out that in 
four earlier cases with some shipper, 
other than the government, in the role of 
complainant, and the government defend- 
ing in the name of the commission, it had 
been held that courts were without juris- 
diction to review Interstate Commerce 
Commission orders denying reparations. 
The justice said that the government, in 
order to collect a money claim of its own, 
was suddenly shifting a position consist- 
ently maintained by it for nearly twenty 
years against all other shippers. 

After reviewing the statutory basis for 
the earlier decisions, Justice Frankfurter 
argued that when Congress gave a ship- 
per his choice of forum, the shipper must 
be bound by his choice and cannot, after 
being defeated before the commission, 
seek judicial review. Congress, the jus- 
tice continued, was free to make final the 
shipper’s administrative choice. Justices 
Jackson and Burton concurred in Justice 
Frankfurter’s vote for affirmance of the 
dismissal of the suit against the commis- 
sion. United States v. Interstate Com- 
merce Commission et al. 


e 
Oil-burning Switch Lights Not Required 


During the pendency of the proceed- 
ing, weeds, bushes, wild growth, and rub- 
bish, which the brotherhood complained 
of, were removed from between and 
alongside of the switching tracks. The 
principal question remaining involved 
the use of reflectorized switch targets by 
the company. 

The court held that the commission 
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findings that many switches do not need 
either oil-burning lamps or reflectorized 
targets and that the latter do not create 
a condition dangerous to railroad em- 
ployees or the traveling public were ade- 
quately supported by the evidence. Acci- 
dent statistics over a 7-year period indi- 
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cated that a substantial percentage of the 
few accidents involving switches oc- 
curred at switches equipped with oil 
lights. Codperative Legislative Com- 
mittee of Transp. Brotherhoods v. 
Public Utilities Commission, 85 NE2d 
554. 


e 


Preferred Stockholders Must Have 
Voting Rights 


CORPORATION was authorized by the 
California commission to issue and 
sell preferred stock only on condition that 
it give the holders of such stock the same 
voting rights as were given to the holders 
of common stock. The corporate charter 
would have to be amended because it 
contained a provision that common stock- 
holders should have the exclusive right 
to vote except on nonpayment of pre- 
ferred stock dividends for two years. 
The commission said it did not favor 
the issue of nonvoting stock. It had taken 
the position that those who purchase 
shares of stock, either preferred or com- 
mon, should have voting rights in pro- 
portion to their investment in the enter- 
prise. The commission continued : 


The preferred stockholders are not 


creditors, they cannot obtain a judg- 
ment against the corporation for failure 
to pay dividends, and, under this appli- 
cant’s Articles of Incorporation, in the 
event of failure to receive dividends 
they must wait more than two years 
before they can exercise a voice in the 
management of the business and prop- 
erties in which they share ownership. 
While it is true that in the present pro- 
ceeding it is proposed to issue shares 
of preferred stock only to the holders 
of the presently outstanding common 
shares, there is nothing to prevent such 
holders from disposing of their shares 
of stock, either preferred or common, 
at a later date. 


Re Soledad Warehouse Co. (Decision 
No. 43188, Application No, 30501). 


e 


Other Important Rulings 


4 United States District Court held 
that any doubt as to the constitu- 
tionality of the Natural Gas Act author- 
izing the condemnation of private land 
for a right of way for a pipeline should 
be resolved in favor of its constitution- 
ality. The fact that the act makes no pro- 
vision within itself for ascertaining and 
paying of adequate compensation does 
not render it unconstitutional, the court 
held, since state procedure may be used 
in condemnation cases under Federal 
laws. Tennessee Gas Transmission Co. 


v. Thatcher, 84 F Supp 344. 


_ The Wisconsin commission, in author- 
izing a telephone company to increase 
its rates, held that there should not be 
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an extra charge for hand-set instruments 
since desk and wall sets are no longer 
manufactured. It also ruled that the 
charge for an inside move should not 
be as high as a charge for an outside 


move. Re Casco Teleph. Co. (2-U-3027). 


A commission order denying a trans- 
portation company the right to render, 
in conjunction with its regular service, 
local passenger service along the princi- 
pal thoroughfare of contiguous cities on 
its route was affirmed by the Pennsyl- 
vania Superior Court, where it appeared 
that while the public would have a desir- 
able added convenience, the existing car- 
rier’s city-wide service would be im- 
periled if the applicant were permitted 
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to render local service. Harmony Short 
Line Motor Transp. Co. v. Public Util- 


ity Commission. 


The Wisconsin commission held that 
a street railway company is not re- 
quired to file time schedules with it, since 
the statute requiring railroads to file 
schedules showing all rates for the trans- 
portation of passengers and property and 
any service in connection therewith re- 
fers merely to rates. Milwaukee v. Mil- 
waukee Electric R. & Transport Co. (2- 
SR-2052, MC-1311). 


The Indiana commission dismissed for 
lack of jurisdiction a petition to grant 
permission to Columbia City Light De- 
partment to construct a line suitable for 
serving certain cottages. The commis- 
sion noted that it was specifically pro- 
vided by law that no one except a utility 
could ask for consent to serve in the 
territory of a rural electric membership 
corporation. Re Helman et al. (No. 
20674). 


An electric utility’s application for 
authority to abandon its steam-heating 
service was denied by the Wisconsin 
commission when the evidence indicated 
that the system had been reasonably well 
maintained and was adequate to meet 
present and prospective demands for 
service, that the customers desired to 
continue to accept service, and that new- 
ly approved rates would produce a small 
amount of net revenue. Re Wisconsin 


Gas & E. Co. (2-U-2809). 


The Indiana commission authorized 
discontinuance of a telephone exchange 
on a showing that the purchase price of 
the property was still owing, that the 
company was losing money each month, 
that the company had neither funds nor 
credit to finance necessary expenditures, 
and that subscribers were unwilling to 
contribute financially either by a reorgan- 
ization or by purchase for a nominal sum 
and the formation of their own codpera- 
tive or mutual telephone company. Re 


M.E.G. Teleph. Co. (No. 21577). 
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OREGON PUBLIC UTILITIES COMMISSIONER 


Re Pacific Power & Light Company 


U-F-1447, P.U.C. Or. Order No. 22625 
July 8, 1949 


PPLICATION for authority to reduce electric rates to meet 
A municipal competition; granted. 


Discrimination, § 34 — Electric rates — Reduction to meet local competition. 
1. An electric company by reducing rates in one service area to meet local 
competition in order to hold its business does not create unjust or unlawful 
discrimination as against other localities served by it, p. 2. 


Return, § 45 — Authority of Commission — Competitive rates. 
2. Any competitive reduction of electric rates to a level where they will be 
insufficient to produce a reasonable return upon a company’s investment must 
be voluntary, since the Commission may not order a utility to charge rates 
insufficient to produce a reasonable return, p. 3. 

Rates, § 140 — Effect of municipal competition — Declining patronage. 
3. An electric company may be authorized to reduce rates in one of its serv- 


ice areas to meet local competition, but the resulting loss in revenue may 
not be made up by increasing the rates to be charged customers in the com- 


pany’s other service areas, p. 3. 


Commissions, § 17 — Jurisdiction — Statutory limitations. 
4. The Commission has only such powers and duties as have been delegated 


to it by statute, p. 4. 


By the Commissioner: For the 
first time in the history of utility regu- 
lation in this state the question of 
competition between regulated and 
unregulated utilities has been square- 
ly presented as a matter properly to 
be considered by this office. 


[1] 


Pacific Power & Light Company, 
herein referred to as Pacific, is en- 
gaged in furnishing electricity to the 
public in Oregon. The territory served 
by Pacific is widely separated and di- 
vided into operating districts. Pa- 
cific has served The Dalles city and 
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its environs continuously since 1910 
and, until recently, was the only util- 
ity offering electric service to The 
Dalles. 

The situation relating to electric 
service in The Dalles is now materially 
changed. The Northern Wasco 
County People’s Utility District, here- 
after referred to as PUD, has entered 
the field occupied by Pacific in The 
Dalles by constructing lines and fa- 
cilities and offering electric service to 
the citizens of The Dalles. Thus The 
Dalles, completely equipped with an 
electrical distribution system furnished 
by Pacific, is now served by a dupli- 
cate distribution system furnished by 
the PUD, and the two operators are 
each locked in the other’s grasp by 
virtue of the competition thereby cre- 
ated. That the competition is real 
cannot be denied. 


Duplication of service and facil- 
ities by utilities has long been con- 
sidered unsound and uneconomical 


and to result in disadvantage to 
the consumer. In The Dalles there 
are now two utilities where former- 
ly but one existed. There is not 
enough business to adequately sup- 
port both. But is it within the provi- 
dence of a regulatory body to decide 
which will survive? This question 
was presented to the Illinois Commis- 
sion in 1933 on almost identical facts 
in Re Illinois Northern Utilities Co. 
1 PUR NS 449, 452. The language 
of that Commission is apropos : 

“Tnasmuch as the Commission has 
no control over the entry of a munici- 
pality into competition with a private 
plant for the electric business of a 
community, it should not stand in the 
position of preventing the private plant 
from meeting such competition in the 
80 PUR NS 


only way available to it namely, by 
reasonably adjusting its rates in an 
effort to hold such business as it can. 
While the Commission does not and 
will not take sides in a controversy 
over municipal vs. private ownership, 
it must nevertheless recognize its posi- 
tive obligation to the ratepayers in 
this and other towns served by the 
company. To reject the petition of 
the company will merely result in 
keeping its rates so high in Geneseo 
as to lose all of its remaining cus- 
tomers in this town. This will re- 
act against the interests of all cus- 
tomers in its territory. We cannot 
be unmindful of our obligations to the 
company and to its customers and 
where its and their loss will be greater 
or less as a result of a Commission or- 
der, we should take such action as will 
tend to bring the lesser loss. This at 
least tends to protect both the custom- 
ers and the investors of the company 
in as effective a way as we have avail- 
able pending such time as a final set- 
tlement of the controversy between 
the city and the company can be ef- 
fected. The Commission believes that 
justice and fair play compels it to 
permit the company to meet its com- 
petitor upon a fair basis.” 

The PUD is the aggressor in The 
Dalles and has entered the field occu- 
pied by Pacific. It did not see fit to 
exercise its right to acquire Pacific’s 
property by condemnation and thereby 
eliminate the uneconomical duplication 
of facilities. 

[i] It is contended that to permit 
the proposed rates to become effective 
is to establish discrimination between 
The Dalles and other cities served by 
Pacific, and that such discrimination 
is contrary to Oregon statutes. The 
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contention appears to be unsound from 
its inception when it is considered that 
the PUD is the one offering the re- 
duced rate to The Dalles. The ques- 
tion of discrimination in cases of this 
kind was answered by the California 
Commission in the case of Modesto 
Irrig. Dist. v. Pacific Gas & E. Co. 
PUR1932B 203, 205. In that case 
the California Commission said: 

“Neither in reason nor on authority 
may it be concluded that the company 
by merely meeting the rates of its com- 
petitor in order to attempt to hold its 
business created an unjust or unlawful 
discrimination. While the prevention 
of locality discrimination long has 
been the object of prohibitory statutes, 
Federal and state, and of orders of ad- 
ministrative bodies such as the Inter- 
state Commerce Commission and the 
various state Railroad and Utility 
Commissions, the existence of compe- 
tition at one point and not at another 
has, in itself, generally been deemed 
to destroy that similarity of circum- 
stances and conditions without which 
such discrimination would not exist. 
Sometimes the statute itself specifical- 
ly permits the meeting of a competi- 
tive rate; and irrespective of statutory 
authorization, the books are replete 
with decisions approving the propri- 
ety and lawfulness of meeting a com- 
petitive condition.” 

In considering the Oregon statutes 
and the case of LaGrande Commercial 
Club v. Eastern Oregon Light & Pow- 
er Company, a case decided by the 
Oregon Commission in 1915 and cited 
in protestant’s brief as being control- 
ling in this case, the opinion of the 
attorney general was asked. The fol- 
lowing quotation from the attorney 


general’s opinion is clear as to the law 
governing this case: 

“After carefully analyzing many oth- 
er decisions involving facts similar to 
those here under consideration, we 
have come to the conclusion that the 
rule stated by the California Commis- 
sion in the Modesto Irrigation Dis- 
trict Case, supra, is applicable here. 
It is our opinion that the case of La- 
Grande Commercial Club v. Eastern 
Oregon Light & P. Co. (Or) 
PURI915D 909, is distinguishable 
from the present case on the facts, 
and that it will not be held to be con- 
trolling on the present facts.” 

Referring to the statutes applicable 
to the Modesto Case the opinion has 
this to say: 

“The governing statutes of Cali- 
fornia were then substantially the same 
as the statutes now existing in Ore- 
gon.” 

Since the rule of the Modesto Case 
is applicable here, it is plain that there 
can be no discrimination created by 
the proposed rates nor is any injustice 
being done the other communities in 
which Pacific operates. 

The PUD in The Dalles is offering 
service to the public at rates approxi- 
mately 20 per cent below those being 
charged by Pacific. The obvious re- 
sult is that the PUD is having little 
difficulty in enticing from Pacific the 
customers necessary to make Pacific’s 
The Dalles operations economically 
sound. 

[2,3] Pacific proposes to meet the 
condition in the only way open to it— 
by reducing its rates to the level of 
those offered by the PUD. This ac- 
tion by Pacific can only be effected 
after permission from this office, which 
permission Pacific has duly requested 
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by filing proposed tariff schedules re- 
flecting rates for The Dalles which 
will meet, but not be lower than, those 
offered by the PUD. The reduction 
in rates must be voluntary on the part 
of Pacific for it has been decided many 
times by the courts of the United 
States, and by our own Supreme 
Court, that a regulatory body may not 
order a utility to charge rates insuffi- 
cient to produce a reasonable return 
upon its investment. This does not 
mean, however, that Pacific may not, 
under circumstances such as exist here, 
choose to protect its investment by re- 
ducing rates to meet competition. The 
loss in revenue may not be made up 
by increasing the rates to be charged 
to other customers of Pacific, and it 
therefore follows that the losses which 
Pacific may sustain in The Dalles must 
not be absorbed by other territories 
in which Pacific renders service but 
must be borne by Pacific’s stock- 
holders. 


[4] Vigorous protest has been 
made against permitting the rates pro- 
posed by Pacific to become effective. 
The protest has come not from the 
PUD or The Dalles city, parties di- 
rectly in interest, but rather from 
sources whose interests are the re- 
sult of social and government theories. 
On the contrary, a resolution from The 
Dalles, signed by Mayor and Council- 
men acting as the governing body of 
that city, has specifically requested that 
the proposed rates be allowed. This 
office, of course, may only do those 
things directed by the legislature in 
the statutes delegating the duties and 
authority of the office and any action 
taken must have its antecedent in the 
law. 

The proposed tariffs filed by Pacific 
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for The Dalles, were suspended pend- 
ing investigation. On May 31, 1949, 
at The Dalles, a hearing was held 
for the purpose of adducing evidence 
in connection with the proposed sched- 
ules. The hearing was concluded and 
the matter taken under advisement. 
Parties have submitted briefs which 
have been considered with the evi- 
dence. 


The following appearances at the 
hearing are of record: Allan A. 
Smith, Attorney, Portland, Francis 
F. Hill, Attorney, Portland, and Will 
T. Neill, Vice President, Portland, in 
behalf of Pacific Power & Light Com- 
pany; Raymond M. Kell, Attorney, 
Portland, in behalf of Oregon State 
Grange; Gus J. Solomon, Attorney, 
Portland, in behalf of Northwest Pub- 
lic Power Association, Inc. and Ore- 
gon State Grange. 


Having considered the evidence and 
the record, and being advised on the 
law and the facts, the following find- 
ings, conclusions, and order are here- 
by made and entered: 


Findings 
I 


On April 19, 1949, Pacific Power 
& Light Company filed with the Com- 
missioner revised Schedule J—Defi- 
nition of Rate Areas, Original Sched- 
ule 10—Residential Service, and Orig- 
inal Schedule 23—General Service, of 
its Tariff P. U. C. Or. No. 25, em- 
bodying therein rates and charges com- 
parable to the rates and charges of the 
Northern Wasco County People’s 
Utility District serving within the 
same area within which the filed rate 
schedules would apply. 
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II 


Pacific has lost a number of its cus- 
tomers to its competitor the PUD and 
the sole purpose of the proposed rate 
reduction is to meet the competition of 
rates being offered by said PUD. 


III 


The loss of revenue to Pacific by 
reason of the reduced rates in The 
Dalles competitive area is estimated to 
be $62,000 annually, based on Pacific 
having all the business, and will be 
somewhat higher by reason of the loss 
of business to its competitor. 


IV 


Accounting procedures are in exist- 
ence and may be further refined so 
that loss in revenue to Pacific by rea- 
son of the competitive rate in The 
Dalles will not be charged to, or in 
any way a detriment to, customers of 
Pacific in other territories in which 
Pacific operates. 


Vv 


Pacific, if it fails to meet the rates 
of its competitor, will eventually lose 
most, if not all, the customers which 
it has in The Dalles. This loss of 
business would result in loss of invest- 
ment which in turn would adversely 
affect the customers of Pacific in other 
territories. 


VI 


The rates proposed by Pacific in 
The Dalles will not produce revenues 
which will allow Pacific to earn a fair 
rate of return on its investment in that 
operating area, and Pacific could not 
be required by order to so reduce its 
rates. While the revenues from The 


Dalles will not produce an adequate 
rate of return the rates will, never- 
theless, bear the operating expenses 
of Pacific in The Dalles, with some 
revenue being available to apply 
against Pacific’s general expense allo- 
cated to The Dalles territory. 


VII 


The proposed rates for The Dalles 
will not create a situation of discrim- 
ination between that operating area 
and other operating areas in which 
Pacific renders service. 

From the foregoing findings the fol- 
lowing conclusions may be drawn: 


Conclusions 


I 


To deny Pacific the right to make 
effective its proposed rates in The 
Dalles would be to condemn it to slow 
starvation and certain death in that 
territory. Viewed in the light of com- 
petition the proposed rates are reason- 
able and in the public interest and 
should be permitted. 


II 


Any loss of revenue which Pacific 
may sustain by reason of the rate re- 
duction in The Dalles must not be 
passed on to customers of Pacific in 
its other operating territories, or per- 
mitted to in any way become the bur- 
den of those customers, but must be 
borne by Pacific’s stockholders. Ade- 
quate accounting procedures must be 
established whereby the expenses of 
Pacific in The Dalles territory will be 
readily available for the consideration 
of this office. 

[Order omitted. ] 
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SECURITIES AND EXCHANGE COMMISSION 


Re North American Company et al. 


File Nos. 59-10, 54-176, Release No. 9190 
June 24, 1949 


PPLICATION for approval of holding company simplification 
A plan filed under § 11(e) of the Holding Company Act, 15 
USCA § 79k(e); approved on condition that plan be amended 
as prescribed. For earlier decision, see (1942) 43 PUR NS 257. 


Intercorporate relations, § 19.3 — Holding company simplification — Necessity 


of plan. 


1. A holding company simplification plan is necessary, under § 11(e) of 
the Holding Company Act, 15 USCA § 79k(e), if it provides an appro- 
priate means for achieving the results required by § 11(b) of the act, al- 
though it might not be the only plan capable of effectuating the provisions 


of the statute, p. 12. 


Intercorporate relations, § 19.6 — Holding company simplification — Retention 


of coal properties. 


2. A subsidiary coal company may be retained in a public utility holding 
company system where practically the entire output of coal from the sub- 
sidiary’s properties is to be devoted to the permissible utility operations of 


the system, p. 12. 


Intercorporate relations, § 13.1 — Interlocking directorates — Holding company 


simplification. 


3. The Commission, in approving a holding company simplification plan, 
requires some mechanics to provide for termination of interlocking direc- 
torates and other relationships, when a subsidiary is about to be disposed 
of by a holding company pursuant to the plan, p. 18. 


APPEARANCES: Stoddard M. Stev- 
ens and Charles L. Jones II of Sulli- 
van & Cromwell of New York city, on 
behalf of The North American Com- 
pany and West Kentucky Coal Com- 
pany; John A. Woodbridge of St. 
Louis, Missouri, on behalf of Union 
Electric Company of Missouri ; George 
Rosier of New York city, on behalf 
of Carl J. Austrian and Robert G. 
Butcher, trustees of Central States 
Electric Corporation, American Cities 
Power and Light Corporation, and 
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Blue Ridge Corporation, holders of 
the common stock of The North 
American Company ; Kenneth R. Nis- 
bet of Arlington, Virginia, on behalf 
of his wife, a holder of common stock 
of The North American Company; 
Frederick Zazove on behalf of the Di- 
vision of Public Utilities of the Com- 
mission. 

These proceedings involve a plan 
filed under § 11 (e) of the Public 
Utility Holding Company Act of 1935 
(“Act”), 15 USCA § 79k (e), by The 
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North American Company (“North 
American”), a registered holding com- 
pany, and its subsidiaries, Union Elec- 
tric Company of Missouri (“Union”), 
a public utility company and also a 
registered holding company, and West 
Kentucky Coal Company (“West 
Kentucky”), a nonutility company. 
The plan is proposed as a method of 
effecting compliance by North Amer- 
ican with the requirements of § 11 
(b) (1) of the Act and our order of 
April 14, 1942, directing that com- 
pany, inter alia, to “sever its relation- 
ship” with West Kentucky.’ In re- 
questing approval of the plan, the ap- 
plicants also request that we modify, 
in so far as necessary, our earlier 1942 
order so as to permit consummation of 
the transactions proposed in connec- 
tion with such plan. 

In brief, the plan provides for the 
transfer of a portion of the properties 
of West Kentucky to Union as a capi- 
tal contribution by North American * 
and the distribution of its holdings of 


West Kentucky stock by North Amer- 
ican to its stockholders in the ratio 
of one share of West Kentucky to 
every 10 shares of North American.® 

After appropriate notice, public 
hearings on the plan were held before 
a hearing officer. Leave to be heard 
was granted to interested stockholders 
of North American.* Proposed find- 
ings, briefs, and oral arguments were 
waived by all parties and active partici- 
pants. On the basis of the record, we 
make the following findings: 


Description of Companies Involved 


North American owns 857,264 
shares of common stock, $4 par value 
of West Kentucky, constituting all the 
capital stock of that company which 
has no other outstanding securities. 
North American also owns 152 shares 
of the preferred stock, $4.50 series, 
without par value (stated value $100 
per share), and 9,782,500 shares of 
common stock, without par value, of 
Union.’ These holdings constitute 





1Re North American Co. 11 SEC 194, 43 
PUR NS 257. This order was affirmed by the 
court of appeals for the second circuit (1943) 
47 PUR NS 6, 133 F2d 148, and by the United 
States Supreme Court (1946) 327 US 686, 90 
L ed 945, 62 PUR NS 257, 66 S Ct 785. 

2 In 1948, North American proposed to make 
a capital contribution of its entire holdings 
in West Kentucky to Union. We held, on the 
basis of an offer of proof, that we could not 
make the finding that retention of West Ken- 
tucky would be “reasonably incidental, or 
economically necessary or appropriate to the 
operations” of Union. In dismissing the pro- 
ceedings, we stated that our action was not 
intended “to preclude North American from 
including, as a part of its plan for disposing 
of its nonretainable interest in West Kentucky, 
a proposal for the retention of such portion of 
West Kentucky’s properties as can be shown 
to be directly related to Union’s operations.” 
Re North American Co. Holding Company 
Act Release No. 8626, 78 PUR NS 197, 210. 

3In 1944, we permitted West Kentucky’s 
outstanding common stock to be reclassified 
into its presently outstanding number of shares 
in the ratio of one share of West Kentucky 
for every 10 shares of North American com- 


mon stock. Re West Kentucky Coal Co. 
Holding Company Act Release No. 5458. We 
there noted that the purpose of such reclassifi- 
cation was “to arrive at a number of shares 
which could be readily distributed to the stock- 
holders of North American, should such a 
course of action be later deemed advisable.” 
Id. at mimeographed page 7 

4Leave to participate was requested by the 
Trustees of Central States Electric Corpora- 
tion, a registered investment company now in 
reorganization under Chap X of the Bank- 
ruptcy Act, and its subsidiary investment com- 
panies, American Cities Power and Light Cor- 
poration and Blue Ridge Corporation, which 
hold an aggregate of 465,385 shares (5.4 per 
cent) of North American common stock. By 
a letter dated April 14, 1949, counsel for the 
Trustees stated that they desired to record 
their full support of the plan. Kenneth R. 
Nisbet on behalf of his wife, the holder of 33 
shares of North American common stock, ap- 
peared in opposition to the plan on the ground 
that it was unfair to West Kentucky. 

5 North American has agreed to purchase 
(on or before June 30, 1949) 367,500 additional 
shares of Union common stock for $5,000,000 
and has proposed to transfer all the common 
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100 per cent of the outstanding com- 
mon stock of Union and 96.23 per cent 
of the outstanding voting stock of 
that company. 

The Union system, whose electric 
properties we have found to constitute 
an integrated electric utility system 
within the meaning of the Act, includes 
Union itself and its wholly owned elec- 
tric utility subsidiary, Union Electric 
Power Company (“Union Power’”).® 
The system supplies electric service 
in substantially the entire metropoli- 
tan St. Louis area, including the city 
of St. Louis and St. Louis county on 
the Missouri side of the Mississippi 
river, and the cities of East St. Louis 
and Alton and adjacent territory on 
the Illinois side of the river. Electric 
service is also supplied in four adja- 
cent counties in Missouri, and smaller 
areas in Central Missouri near Union’s 
Osage hydroelectric plant and in IIli- 
nois and Iowa near Union Power’s 
Keokuk hydroelectric plant. 

System sales in billions of kilowatt 
hours have increased from 2.42 in 
1940 to 4.59 in 1948, and it is esti- 
mated that they will increase further 
to 5.06 by 1952 and 8.09 in 1962. The 
maximum system demand has grown 
from 540,000 kilowatts in 1940 to 
969,000 kilowatts in January, 1949; 
future estimates place this demand at 
1,000,000 kilowatts by 1952, and 1,- 
540,000 kilowatts ten years later. Of 


the 1948 sales, 56.9 per cent was sold 
to customers in Missouri and 43.1 per 
cent to customers in Illinois and Iowa. 
A large part of the sales in Illinois 
was to Illinois Power Company which 
expects to be able to supply its own 
electric power requirements by 1952. 
Despite this loss of business, however, 
system sales are expected to increase 
as noted above. Exclusive of sales 
of Illinois Power Company, 67.4 per 
cent of system sales in 1948 were made 
to customers in Missouri. 

The Union system presently has a 
total of 906,000 kilowatts of generat- 
ing capacity, of which 718,000 kilo- 
watts consist of steam generating fa- 
cilities. Although the preponderance 
of the energy sales was to customers 
in Missouri, 602,000 kilowatts out of 
the total of 718,000 kilowatts of steam 
generating facilities are located in IIli- 
nois. Two steam power plants, Ca- 
hokia (300,000 kilowatts) and Venice 
No. 2 (240,000 kilowatts with 160,- 
000 kilowatts additional now under 
construction), together with two 
smaller steam power plants, Venice No. 
1 (47,000 kilowatts) and Granite City 
(15,000 kilowatts), are located near 
East St. Louis, Illinois, as compared 
with two steam power plants, Ashley 
(70,000 kilowatts) and Mound (46,- 
000 kilowatts), located in St. Louis, 
Missouri. Upon completion of the 
units now under construction at Venice 





stock of its subsidiary, Missouri Power & 
Light Company to Union in exchange for 
600,000 additional shares of Union’s common 
stock. These proposed transactions are pend- 
ing before us. See Holding Company Act Re- 
lease No. 8913. 

6 Union has two other direct subsidiaries, 
namely, St. Louis and Belleville Electric Rail- 
way Company and Geyer Realty Company. 
Union Power in turn has a subsidiary, Union 
Colliery Company. In connection with our 
1942 divestment order we found that both the 
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railway company and the coal company may be 
retained in the system as incidental businesses. 
Geyer Realty Company formerly was known 
as Cupples Station Light, Heat and Power 
Company. As of January 1, 1942, the company 
transferred its utility assets to Union and now 
holds certain minor nonutility assets which, 
as of December 31, 1948, aggregated approxi- 
mately $4,000. At the time the assets were 
transferred, it was represented that Geyer 
Realty Company would be disposed of when a 
suitable opportunity occurs. 
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No. 2, approximately 80 per cent of 
the system generating capacity will be 
located in Illinois. 

The system’s coal requirements are 
presently secured substantially from 
Illinois mines and approximately 24 
per cent of such requirements is fur- 
nished by Union’s subsidiary Union 
Colliery Company. It is contemplated 
that there will be constructed in Mis- 
souri during the period 1952-1962, 
660,000 kilowatts of generating capac- 
ity. The properties of West Ken- 
tucky proposed to be transferred to 
Union are known as the Sturgis Divi- 
sion and are adjacent to the Ohio 
river. It is stated in the record that 


the major purpose of the proposed 
transfer is to supply the coal require- 
ments of the power plants to be con- 
structed by Union in Missouri. 


West Kentucky and its two wholly 


owned subsidiaries, West Kentucky 
Coal Company (Delaware) and St. 
Bernard Coal Company, are engaged 
principally in the production, purchase, 
and sale of bituminous coal. A con- 
solidated balance sheet, actual and pro 
forma, as of November 30, 1948, to- 
gether with a comparative income 
statement, for the years 1940 through 
1948, for West Kentucky and its sub- 
sidiaries are attached as Appendix A 
and Appendix B, respectively. [Ap- 
pendix A and Appendix B omitted 
herein. ] 

West Kentucky’s coal properties are 
operated in two divisions, the Sturgis 
Division and the Earlington Division. 
The Sturgis Division properties, which 
are to be transferred to Union, are 
located in Union and Crittenden coun- 


ties which border the Ohio river, and 
along the northwestern boundary of 
Webster county adjacent to the Un- 
ion county properties. These proper- 
ties contain approximately 47,000,000 
tons of economically recoverable coal 
reserves or approximately 19 per cent 
of West Kentucky’s total reserves of 
economically recoverable coal.” In 
1948 total sales of coal by West Ken- 
tucky amounted to 6,501,542 tons 
of which 834,065 tons, or 12.8 per 
cent were from the Sturgis Division. 
The properties to be transferred repre- 
sented approximately 15 per cent of 
the net book value of West Kentucky’s 
assets, on a consolidated basis, as of 
November 30, 1948. The pro forma 
consolidated income statement of West 
Kentucky indicates that net income for 
twelve months ended November 30, 
1948, in the amount of $4,552,084 
would be reduced to $4,016,650. Thus, 
the transfer of the Sturgis Division 
properties would result in a reduction 
of West Kentucky’s net income for 
that period in the amount of $535,434 
or approximately 11 per cent of the 
total net income. 

The company presently operates 
one underground mine in this Divi- 
sion with a capacity of about 2,300 
tons per day. Most of the coal mined 
is carried over a company-owned rail- 
road to either the company’s coal tip- 
ple on the Ohio river or to the Ili- 
nois Central Railroad tipple located 
between the mine and the Ohio river. 
The Sturgis Division includes 2,802 
acres owned in fee simple and mineral 
rights in 25,957 acres, which contain 





7In addition, the Sturgis Division contains 
19,930,000 tons classed by West Kentucky as 
“economically unmineable under present con- 


ditions” which, however, its independent en- 
gineers estimate will be recoverable within 
thirty years. 
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about 35,000,000 tons of No. 9 coal 
and 12,000,000 tons of No. 12 coal.® 
The Earlington Division is located 
generally southwest of the Sturgis Di- 
vision, principally in Hopkins county 
with some properties in Christian and 
Webster counties. In the Earlington 
Division the company presently oper- 
ates two underground mines with a 
combined daily capacity of 9,000 tons 
and has under construction another 
mine with an expected daily capacity 
of 5,000 tons. In addition, there are 
two strip mines with daily capacity 
of 15,000 tons operated by others un- 
der contract. The Earlington Divi- 
sion includes 20,266 acres owned in fee 
simple and mineral rights in 29,197 
acres. Estimated coal reserves aggre- 
gate about 198,600,000 tons, including 
substantial amounts of No. 11 coal 
which, the record indicates, is well 
adapted for washing and sizing and is 
in great demand for domestic use.® 


The Plan 


The plan, in substance, contains the 
following principal provisions: 

(1) A corporation (“New Com- 
pany”) will be organized in Missouri 


with an authorized capital of $6,000,- 
000 and one class of stock. West 
Kentucky will convey to New Compa- 
ny, in consideration for the issuance 
of approximately $2,950,000 of New 
Company stock, the properties desig- 
nated as the Sturgis Division, consist- 
ing of surface land, mineral rights, 
mine plant and equipment, railroad, 
tipple equipment, river transportation 
equipment, buildings and fixtures, 
miscellaneous equipment, materials and 
supplies, having an aggregate net de- 
preciated carrying value on the books 
of West Kentucky of approximately 
$2,950,000." New Company will re- 
cord the properties at such aggregate 
net depreciated book value and West 
Kentucky will record the stock of New 
Company at a similar amount.” 

(2) West Kentucky will declare 
out of earned surplus and pay to North 
American a dividend in the form of 
its holdings of stock of New Compa- 
ny. West Kentucky proposes to 
charge its earned surplus with an 
amount at which the New Company 
stock is carried on its books and North 
American, in turn, proposes to record 
the New Company stock at ithe same 





8 The numerical terms are the geological 
designations of the seams. The record indi- 
cates that both the No. 9 and No. 12 coals are 
particularly economical for use in steam-elec- 
tric generation stations. 

As presently segregated, there are over 
70,000,000 tons of No. 11 coal in the Earling- 
ton Division and less than 500,000 tons of such 
coal in the Sturgis Division. In the Earling- 
ton Division, which will remain the property 
of West Kentucky, North Diamond No. 2 
mine has less than a million tons of recoverable 
No. 11 coal remaining and an estimated life 
of one year; East Diamond mine has in excess 
of 10,000,000 tons of No. 11 coal and an esti- 
mated life of eleven years; Pleasant View 
mine, now under construction, has assigned to 
it approximately 19,000,000 tons of No. 9 and 
No. 11 coal and is estimated to have a life of 
eighteen years; Hecla No. 2, a strip mine 
is estimated to have in excess of 5,000,000 tons 
of No. 9 and No. 11 coal and a life of five 
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years, and Homestead, also a strip mine, is 
estimated to have 11,519,000 tons of No. 9 and 
No. 11 coal remaining and a life of ten years. 
Future operations in the Earlington Division 
contemplate two new mines assigned 58,900,000 
tons in the No. 11 seam and four new mines 
assigned 92,500,000 tons in the No. 9 seam. 

10 Pursuant to a study prepared by an in- 
dependent firm of mining engineers, the net 
depreciated carrying value of the properties to 
be conveyed has been corrected to $3,018,830 
as of December 31, 1948. The amount of capi 
tal stock to be issued by New Company is 
subject to further adjustment to reflect the 
corrected net depreciated carrying value of 
the properties to be conveyed as of the date 
of such conveyance. 

11 The record contains a complete inventory 
of the assets to be transferred together with 
a report of an independent engineering firm 
showing the actual or estimated cost of such 
assets. 
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amount as an investment with a cor- 
responding credit to its earned surplus. 
West Kentucky will also declare and 
pay to North American a cash divi- 
dend not in excess of the undistributed 
earnings of West Kentucky from Jan- 
uary 1, 1949, to the date of distribu- 
tion by North American of its hold- 
ings of West Kentucky common stock, 
as more fully described in Par (5). 

(3) North American, upon receipt 
of the New Company stock, will trans- 
fer such stock to Union as a capital 
contribution, eliminate its investment 
in New Company and increase its in- 
vestment in Union by the amount at 
which it carried the stock of New Com- 
pany. Union will take up the stock, 
at North American’s carrying value, 
as an investment in New Company. 

(4) Union will supply New Com- 
pany with initial working capital by 
purchasing for cash from New Com- 
pany $350,000 of additional stock and 
will increase the carrying value of its 
investment in New Company by a sim- 
ilar amount. 

(5) Within ninety days after com- 
pletion of the transactions described 
in Par (3), North American will dis- 
tribute, in partial liquidation, to its 
stockholders, its holdings of West 
Kentucky common stock on the basis 
of one share of West Kentucky for 
each 10 shares of North American. 
North American will create capital sur- 
plus by a transfer from earned sur- 
plus in an amount sufficient to charge 
an amount equivalent to its carrying 
value of $3,801,542 for the shares of 


West Kentucky to be distributed. 
Scrip will be issued in lieu of fraction- 
al shares of West Kentucky stock but 
the holders thereof will not be entitled 
to any rights as stockholders of West 
Kentucky. For a period of not less 
than one year after the date of issu- 
ance of such scrip,” it may be com- 
bined with other scrip and exchanged 
for full shares of West Kentucky stock. 
Thereafter any shares of such stock 
represented by outstanding scrip will 
be sold and the proceeds held for a 
period of six years for the benefit of 
the holders of such scrip. After such 
period of six years, any outstanding 
scrip will become void and the cash 
held against such scrip will be paid 
over to West Kentucky.” 

Consummation of the plan is sub- 
ject to certain conditions among which 
are the obtaining of all necessary ap- 
provals from regulatory agencies hav- 
ing jurisdiction, the securing of satis- 
factory tax rulings, and the entry by 
an appropriate court, if its aid in en- 
forcement of the plan is sought, of a 
decree or order to enforce and carry 
out the terms of the plan.” 


Applicable Statutory Standards 


In order to approve a plan submit- 
ted under § 11 (e) of the Act, we 
must find that it is “necessary” to ef- 
fectuate the provisions of § 11 (b) 
of the Act, and “fair and equitable” 
to all persons affected by it. We must 
also test the transactions proposed in a 
plan by the other applicable standards 
of the Act. 





12 The plan is ambiguous as to whether the 
period will exceed one year. Our considera- 
tion of this provision is based upon the assump- 
tion that the plan definitely establishes a period 
of one year. 

13 An agent will be appointed to effect the 


exchanges and to hold the cash proceeds for 
the specified period of time. 

14 Jt is represented that no other regulatory 
body other than this Commission has juris- 
diction over any of the proposed transactions. 
The applicants have made no request that we 
apply to a court for enforcement of the plan. 


80 PUR NS 





SECURITIES AND EXCHANGE COMMISSION 


Necessity of the Plan 

[1,2] As we and the courts have 
held, a plan is “necessary” under § 11 
(e) if it provides an appropriate means 
for achieving the results required by 
§ 11 (b), although it might not be the 
only plan capable of effectuating the 
provisions of the statute.” Obviously, 
the proposed plan will accomplish at 
least partial compliance with our or- 
der under § 11 (b) (1) which requires 
North American to dispose of its in- 
terest in West Kentucky. However, 
the indirect control by North Amer- 
ican of a portion of West Kentucky’s 
properties, as the plan proposes, would 
be in violation of that order unless the 
order is modified to the extent neces- 
sary to permit such action. That we 


have the power so to modify our ear- 
lier order upon a proper showing is 
without question.” 

Section 11 (b) (1) of the Act pro- 


vides that registered holding compa- 
nies may retain only such nonutility 
businesses as are “reasonably inci- 
dental, or economically necessary or 
appropriate to the operations” of a 
retainable integrated public utility sys- 
tem.” In our findings and opinion 
which accompanied our 1942 divest- 
ment order, we distinguished between 
West Kentucky, which we found non- 
retainable under these provisions, and 
the Union system’s coal mining subsid- 
iary, Union Colliery Company, whose 


retention we found permissible. At that 
time, West Kentucky’s coal output 
was sold “almost exclusively” to non- 
affiliated purchasers, and we held that, 
under such circumstances, North 
American’s holdings in that company 
did not “represent ownership of a vital 
commodity used in the operation of 
the public utility system” but “merely 
an investment in a business which 
bears no relation whatever to the sys- 
tem’s permissible utility operations.” ™ 
On the other hand, we noted that 80.16 
per cent of the salable output of coal 
by Union Colliery Company was sold 
to the Union system for use in its elec- 
tric utility operations. This amount 
represented 63.35 per cent of Union’s 
1940 coal requirements. In addition, 
we pointed out that economies result- 
ing from joint operation of Union Col- 
liery Company and the Union system 
“have been clearly shown to be related 
to the economic and efficient manage- 
ment of the electric utility system,” 
and that Union Colliery Company ap- 
peared to be operated “as a mere de- 
partment” of the Union system. 
The applicants have introduced 
considerable evidence consisting of 
testimony by operating officials of the 
companies involved and by experts not 
affiliated with the North American sys- 
tem which indicates that Union is de- 
pendent for the economical operation 
of its steam generating system upon 





15Lahti v. New England Power Asso. 
(1947) 69 PUR NS 436, 160 F2d 845; Re 
Electric Power & Light Corp. Holding Com- 
pany Act Release No. 8889, March 1, 1949; 
plan enforced (1949) — F Supp — (SD NY 
Civ 49-347, appeal pending CA 2). 

16 Section 11(b) (2) of the Act, in part, pro- 
vides: “The Commission may by order revoke 
or modify any order previously made under 
this subsection, if, after notice and opportunity 
for hearing it finds that the conditions upon 
which the order was predicated do not exist.” 
15 USCA § 79k(b) (2). 
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17 The section further provides that “The 
Commission may permit as reasonably inci- 
dental, or economically necessary or appro- 
priate to the operations of one or more inte- 
grated public-utility systems the retention of 
an interest in any business (other than the 
business of a public-utility company as such) 
which the Commission shall find necessary 
or appropriate in the public interest- or for 
the protection of investors or consumers and 
not detrimental to the proper functioning of 
such system or systems.’ 

1811 SEC 194, 224, 43 PUR NS 2357, 285. 
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a readily available supply of coal. 
Since 1940 the problem of securing 
coal in sufficient quantities and of suit- 
able grade for the efficient operation 
of Union’s steam power plants has 
vastly increased due to the rapid ex- 
pansion of Union’s business. It is 
anticipated that the business will con- 
tinue to expand rapidly in the future, 
particularly in the St. Louis area and 
adjacent counties in Missouri. As the 
demand for electric energy increases, 
the fuel requirements to produce such 
energy also increase by large amounts. 
The following table shows the kilo- 
watt-hour sales and maximum system 
demands and coal requirements of 
the Union system for the years 1947 
and 1948 and the estimated potential 
sales, potential maximum system de- 
mands and coal requirements for 1949 
through 1962: 
Maximum 
System 


Demand 
in M. Kw. 


893 
932 


Coal Re- 
quirements 
in Thousands 
of Tons* 
2,554 
2,594 
2,683 
2,479 
2,475 
2,676 
2,743 
2,929 
3,142 
3,319 
1,250 3,560 
1,300 3,785 
1,350 3,995 
1,400 4,189 
1,470 4,334 
1,540 4,593 


Sales 
in Billions 
of Kw. Hr. 
4.25 


Year 


* Assuming coal with heat content of 10,900 
BTU per pound, the average of coal actually 
burned by the Union system in 1948. 


_** This and subsequent years reflect discon- 
tinuance of sales to Illinois Power Company. 


A witness for Union who testified 
with respect to the system’s future 
energy requirements stated that in 
making his predictions he used gen- 


erally accepted statistical methods rec- 
ognized by the industry and customar- 
ily followed by Union in planning its 
system construction requirements. The 
estimates of future coal requirements 
have taken into consideration the sys- 
tem’s use of fuels other than coal. At 
the present time natural gas is pur- 
chased from Mississippi River Fuel 
Company under a commitment for 7,- 
000 billion Btu per annum which will 
increase to 12,500 billion Bru per an- 
num in 1950 and thereafter. It is 
claimed that because of competition 
from other users of natural gas, the 
potential available amount of such fuel 
at a price which the system can eco- 
nomically pay is limited to the amount 
anticipated by 1950. While small 
quantities of oil are presently being 
utilized in one plant, it is contem- 
plated that such use will terminate in 
1950. 


At the present time the effective 
generating capacity of the Union sys- 
tem in a year of normal river flow 
is estimated at 906,000 kilowatts, as 
compared with the peak demand of 
969,000 kilowatts established on Jan- 


uary 18, 1949. It is asserted that 
practically no additions can be made to 
the system’s hydroelectric generating 
facilities and that new facilities must 
be in the form of steam power plants. 
There is presently under construction 
an additional 160,000 kilowatts of 
steam generating capacity at the Ven- 
ice No. 2 plant (in Illinois) which 
will be completed by 1951, and which 
will then provide an estimated reserve 
of about 11 per cent. Future plans, 
as previously noted, call for the addi- 
tion of 660,000 kilowatts of generating 
capacity during the period from 1952 
to 1962. 
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It is asserted that the 160,000 kilo- 
watts of generating facilities now be- 
ing constructed at Venice No. 2 plant 
in Illinois will complete the develop- 
ment of that site, and the possibilities 
of the Cahokia plant site are limited 
to only minor additions. According 
to the testimony, the steam power 
plants of the system have been concen— 
trated in Illinois rather than in Mis- 
souri primarily for the reason that it 
has always been cheaper to deliver 
coal by rail to the East St. Louis area 
than to deliver it across the river to St. 
Louis and its environs. The addition- 
al freight cost on rail transport from 
the Illinois coal fields, from which most 
of the system’s coal requirements have 
come, to St. Louis has risen from 30 
cents per ton in 1942 to over 50 cents 
per ton at the present time. The man- 
agement contends, however, that be- 
cause of the development of river trans- 
portation, it can achieve certain ad- 
vantages of constructing its future 
plants in Missouri since it will be 
economically feasible to use coal from 
the West Kentucky area. 

Among the claimed advantages of 
constructing future steam power plants 
in Missouri are the elimination of ex- 
pensive submarine or overhead trans- 
mission lines to transmit energy across 
the river, a more favorable labor sup- 
ply in Missouri, savings in state and 
local taxes, better foundation and water 
intake conditions and flood protection, 
less congested territory for transmis- 
sion lines to new service areas,’® and 


anticipated savings in financing the 
system’s construction program.” 

With respect to the use of West 
Kentucky coal, it is claimed that the 
Nos. 9 and 12 coals are unusually well 
adapted as a fuel for steam generat- 
ing purposes, and that they are supe- 
rior to the Illinois coal available to the 
Union system from its own mine op- 
erated by Union Colliery Company and 
from independent sources. 


The record indicates that, both un- 
der present economic conditions and 
under conditions anticipated by the 
company, the use of No. 9 and No. 12 
West Kentucky coal in the future 
plants in Missouri will be more eco- 
nomical than the use of Illinois coal 
in plants located in Illinois. Company 
witnesses testified that the West Ken- 
tucky coal contains more heat units 
and less moisture than the Illinois 
coal and that, because of the thermal 
advantages and other economies, the 
effective savings would exceed the esti- 
mated additional cost of transporta- 
tion. 

The record shows that developments 
in river transportation occurring in the 
main since 1944, now make it feasible 
to transport the coal by barge along 
the Ohio and Mississippi rivers from 
West Kentucky’s property directly to 
St. Louis. The head of a large barge 
company was called as a witness to 
testify as to the operations proposed. 
He stated that his company could 
transport the required amount of coal 
at rates substantially the same per ton 





19 Union has secured an option on a site on 
the Missouri side of the river outside of the 
city of St. Louis. It is claimed that this site 
ofters substantial advantages for the construc- 
tion of new power plants over any possible site 
available on the Illinois side of the river. 

20 Union’s claim with respect to savings in 
future financing is based on the more stringent 
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debt limitations in Union’s bond indenture on 
properties built in Illinois by Union Power 
compared to the debt limitations on properties 
built in Missouri by Union itself. It is asserted 
that the effect of these limitations is to require 
the issuance of larger amounts of more costly 
securities if the proposed new plants are not 
built by Union. 
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mile as it now charges to haul coal to 
the Commonwealth Edison Company 
plants in the Chicago area. On this 
basis, and assuming that the cost of the 
coal at the mine is the same for the 
West Kentucky and Illinois coal, the 
cost of West Kentucky coal delivered 
to the Missouri plant site ranges from 
$4.68 to $4.98 per ton, depending upon 
the quantity to be used as follows: 
Estimated Cost of West Kentucky Coal 
Delivered in Missouri 
1952 1957 1962 
Tons per year .. 406,500 1,200,000 2,100,000 
Estimated Costs: 
Coal at Mines .. $3.40 $3.40 $3.40 
35 30 
1.08 98 
$4.83 $4.68 


Haulage to river .40 
1.18 


Barge to site .. 


Total 


The present cost of Illinois coal at 
the mine is $3.40 per ton. Current rail- 
road freight rates to the Illinois plants 
amount to $1.27 per ton resulting in a 
delivered cost of $4.67 per ton of coal 
at the Illinois plants. Thus, the cost 
of West Kentucky coal delivered to 
the Missouri plants would be from 
one cent to 31 cents per ton higher 
than the cost of Illinois coal delivered 
to Illinois plants. However, the testi- 
mony indicates that the additional cost 
would be more than offset by the 
thermal advantages of the West Ken- 
tucky coal together with the other ad- 
vantages inherent in its use which are 
estimated to aggregate 78 cents per 
ton of West Kentucky coal burned. 


Conclusion As to Necessity 

As we have indicated, the appli- 
cants intend to use all the coal pro- 
duced by the Sturgis Division in the 
proposed Missouri plants, the first of 


which will not be completed until 1951. 
Until that time Union will operate the 
Poplar Ridge mine in order to carry 
out the present commitments of West 
Kentucky for coal from the Sturgis 
Division, the last of which commit- 
ments expires in June 1950. It has 
been stated that no new contracts will 
be entered into and that the produc- 
tion of the Sturgis Division will be 
geared, as far as possible, to the coal 
requirements of the Union system as 
it expands. 

As heretofore noted, we previously 
rejected the applicants’ request to per- 
mit the retention of all of West Ken- 
tucky’s properties in the Union system 
on the ground that the major function 
of West Kentucky is its outside sales 
and that such properties would not be 
“devoted primarily to furthering the 
operations” of Union.” The present 
proposal, on the other hand, contem- 
plates that by 1953 all of the produc- 
tion of coal of the properties of West 
Kentucky sought to be retained in the 
Union system will be economically 
useful in the operation of Union’s elec- 
tric system. Under such circum- 
stances, we have determined that we 
are warranted in finding that reten- 
tion of that part of the properties of 
West Kentucky which is proposed to 
be transferred to Union would be “rea- 
sonably incidental, or economically 
necessary or appropriate to the opera- 
tions” of Union,” and, since the plan 
would effectuate compliance with our 
order requiring disposition of the West 
Kentucky stock by North American, 
we also find that the plan is an appro- 
priate means of effectuating the pro- 





21 Re North American Co. (1948) Holding 
avery Act Release No. 8626, 78 PUR NS 
197. 


28 Other cases in which we have permitted 
the retention or acquisition of coal companies 
as incidental businesses similarly involved 
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visions of § 11 (b) and is “necessary” 
within the meaning of § 11 (e). 

In view of the foregoing, we deem 
it appropriate to modify our order of 
April 14, 1942, supra, in so far as nec- 
essary to permit consummation of the 
transactions proposed in the plan. In 
making this finding, we recognize that 
much of the record is based upon con- 
jecture, assumptions, and estimates 
which are subject to uncertainties not 
present in studies of current condi- 
tions. However, in view of Union’s 
status as a registered holding com- 
pany, we shall be in a position to re- 
éxamine the record in the light of fu- 
ture operations and to direct whatever 
action may appear appropriate under 
§ 11 (b) (1) of the Act in the light 
of such circumstances as develop in 
the future. Of course nothing here- 
in is intended to nor should it be con- 
strued to preclude such future reéx- 


amination and action as may become 
appropriate. 


Fairness of the Plan 

Before we may approve a plan under 
§ 11 (e) we must find that the plan 
s “fair and equitable” to all the per- 
sons affected by it. West Kentucky 
has no public security holders and 
North American, except for a minor 
amount of bank loan notes, has no se- 
curities outstanding other than com- 
mon stock. In so far as the plan pro- 
poses a distribution of the West Ken- 
tucky stock pro rata to the North 
American stockholders there can be 
no question of fairness. The provi- 
sions of the plan with respect to the 
issuance of scrip in lieu of fractional 


shares of West Kentucky stock and the 
voiding of any outstanding scrip after 
six years are customary in plans of 
this type. Assuming adequate notice 
to the stockholders we believe them to 
be entirely reasonable under the cir- 
cumstances. 

With respect to the fairness of the 
proposal to transfer the Sturgis Divi- 
sion properties at net book value to 
Union, the sole objection has come 
from the representative of a holder of 
33 shares of North American stock. 
While the statement which the objec- 
tor made at the hearing is not entire- 
ly clear, it appears that his primary 
concern is the fact that West Kentucky 
may be selling these properties to New 
Company at less than the amount 
which might be secured through arm’s- 
length bargaining. This, he contends, 
is unfair to West Kentucky. Even as- 
suming the validity of the contention, 
since North American owns all the 
common stock of both West Kentucky 
and Union, it is obvious that any detri- 
ment incurred by West Kentucky 
would redound to the benefit of Union 
and therefore the objector and the oth- 
er stockholders of North American 
could not be aggrieved. Although the 
objecting stockholder did not make the 
point, it could be argued that the trans- 
fer of the properties would result in 
subjecting such properties to the prior 
claims of Union’s public security 
holders. This assuredly is the case but, 
in view of the extent of the Union 
system’s assets, the result is inconse- 
quential and could not realistically be 





mines primarily devoted to the utility system’s 
operations. See, for example, the retention of 
Union Colliery Company by Union (1942) 11 
SEC 194, 225, 226, 43 PUR NS 257; Re 
American Gas & E. Co. (1945) Holding Com- 
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urged as grounds for a finding of un- 
fairness. Moreover, we observe that 
the advantages claimed to arise from 
the transfer are intended to benefit the 
equity which the North American 
stockholders have in the Union system 
which is by far the major interest of 
North American. Accordingly, we 


find that the plan meets the require- 
ment of § 11 (e) that it be fair and 
equitable to the persons affected. 


Other Matters Considered 


A. Issuance of Securities by New 
Company 

It was originally proposed in the 
plan that New Company issue stock to 
West Kentucky in the approximate 
amount of $2,950,000 for the assets 
to be transferred to it, and issue stock 
to Union for $350,000 of cash after 
Union receives the contribution of the 
initial issue of stock from North 
American. The figure of $2,950,000 
represented the net book value of the 
Sturgis Division’s assets as of Novem- 
ber 30, 1948, after a tentative reduc- 
tion of $370,000 in the depreciation 
reserve to reflect excess accruals. Fol- 
lowing completion of the study, previ- 
ously referred to, by the independent 
engineers it was determined that the 
excess accruals, as of December 31, 
1948, amounted to $466,847 instead 
of $370,000, and, accordingly, to re- 
flect this change and miscellaneous 
adjustments, it is now proposed that 
New Company issue $3,018,830 of 
stock rather than $2,950,000 as stated 
in the plan. The revised figure is like- 
wise subject to turther adjustment to 
reflect depreciation and depletion oc- 
curring from December 31, 1948, to 
the date of conveyance. 


. 


[2] 


In the past the accounts of West 
Kentucky and the prices which it has 
charged for coal have been of little 
concern to the electric customers of 
Union due to the small amount of coal 
purchased by Union from West Ken- 
tucky. However, the proposed adjust- 
ment to the depreciation reserve which 
will be reflected in the accounts of New 
Company may well affect consumers 
in the future to the extent which the 
price paid New Company for coal en- 
ters into Union’s rates. In this con- 
nection, we note that all the securities 
of New Company will be held within 
the Union system and that Union is 
subject to the jurisdiction of the Fed- 
eral Power Commission and the Mis- 
souri Public Service Commission. 
We, of course, have no intention of 
precluding those agencies for reéxam- 
ining the proposed adjustments in any 
manner they may see fit.* Accord- 
ingly, we accept, for present purposes, 
the adjustments proposed to be made 
on West Kentucky’s books to reflect 
the engineering study. 

The record does not contain the pro- 
posed charter of New Company and 
consequently we cannot determine 
whether its provisions or the terms 
of the stock to be issued meet the stand- 
ards of the Act. Since, as will later 
appear, we shall not enter an order at 
this time, the applicants will be afford- 
ed the opportunity of amending the 
plan to supplement the record in this 
respect. At such time as we have 
occasion to enter our order herein we 
will make the appropriate findings for 
the issuance of the stock by New Com- 





83 Cf. Re Appalachian Electric Power Co. 
oss Holding Company Act Release No. 
173. 
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pany, assuming, of course, that the 
statutory prerequisites are satisfied. 


B. Acquisition of New Company 
Stock by West Kentucky, North 
American, and Union 

As heretofore related, West Ken- 
tucky will acquire stock of New Com- 
pany in exchange for assets. North 

American will acquire such stock from 

West Kentucky as a distribution and 

Union will acquire such stock from 

North American as a capital contribu- 

tion. In addition, Union will acquire 

stock directly from New Company in 
exchange for cash. In view of what 


we have already said with respect to 
the modification of our April 14, 1942, 
order, supra, and our specific finding 
that the proposed transactions meet the 
standards of § 11 (b) (1), we ob- 
serve no basis for not permitting the 
described acquisitions under § 10, as- 


suming that we can ultimately approve 
the issuance of such securities, and ac- 
cordingly, we can and do make the 
findings required by that section. 


C. Management of West Kentucky 

[3] As stated, we have ordered 
North American to sever its direct 
and indirect relationship with West 
Kentucky. The plan will accomplish 
the divestment of the securities of 
West Kentucky from the North Amer- 
ican system but it is deficient in so 
far as it makes no provision for ter- 
minating interlocking relationships 
between West Kentucky and other 
companies now or formerly in the 
North American system.** 

It has been our policy to require 
some mechanics to provide for termi- 


nation of interlocking directorates and 
other relationships when a subsidiary 
is about to be disposed of by a holding 
company pursuant to the requirements 
of § 11.% We shall not approve the 
plan, therefore, unless it is also amend- 
ed to provide that prior to the distri- 
bution of West Kentucky securities 
by North American, all interlocking 
relationships between West Kentucky 
and North American, including its 
present and former subsidiaries, shall 
be terminated and that at least a ma- 
jority of the new board shall not be 
employees of West Kentucky. To as- 
sure this result, we shall require that 
prior to the distribution of the West 
Kentucky stock North American sub- 
mit to us a list of nominees for the 
new board of directors of West Ken- 
tucky. 


D. Proposed Accounting Entries 

We have heretofore described the 
accounting entries which are proposed 
to be made in connection with the vari- 
ous transactions. The plan provides 
that West Kentucky will transfer to 
North American the securities of New 
Company as a dividend from earned 
surplus and that North American will 
take up such securities as a credit to 
its earned surplus and a debit to its 
investment account. Thereupon, 
North American will transfer those 
securities to Union as a capital contri- 
bution reflecting such transfer by elim- 
inating its investment in New Com- 
pany and increasing its investment in 
Union. 

It appears from the record that our 
staff brought to the attention of North 





24 Of the five members of West Kentucky’s 
present board of directors, two appear to have 
no other affiliation with the North American 
system. 
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American the question whether the 
proposed credit to its earned surplus 
by North American to reflect the divi- 
dend from West Kentucky of the New 
Company stock together with the con- 
tribution of such stock to Union, of 
which North American owns all the 
common stock, constitutes the taking 
up of undistributed profits of West 
Kentucky in violation of our system 
of accounts prescribed for registered 
holding companies. The comptroller 
of North American testified that al- 
though he was of the view that the 
proposed entries were in compliance 
with the system of accounts, the ap- 
plicants were willing to modify such 
entries so as to record the transfer of 
the New Company stock by West 
Kentucky as a partial liquidating divi- 
dend payable out of capital surplus of 
the latter company, and such dividend 
upon receipt would be taken up by 
North American as an investment in 
New Company with a corresponding 
reduction in its investment in West 
Kentucky. We believe the plan 
should be modified in this manner.™ 


E. Financial Statements of West 
Kentucky to Be Furnished by 
North American 

West Kentucky has no publicly held 
securities and consequently complete 
financial data concerning that com- 
pany may not be available to North 

American’s stockholders. It is im- 

portant that these stockholders be 


apprised of the assets and earnings 
record of West Kentucky when the 
West Kentucky stock is distributed to 
them by North American. Accord- 
ingly, we shall require North Ameri- 
can, at the time it distributes the West 
Kentucky stock, to furnish its stock- 
holders with copies of the most recent 
West Kentucky income statement and 
balance sheet, per books, and pro 
forma giving effect to the transactions 
proposed in the plan, together with a 
comparative income and surplus state- 
ment for the years 1940 through 1948. 


F. Fees and Expenses 

The plan contains no provision for 
the payment of fees and expenses in 
connection with the plan and the rec- 
ord is incomplete with respect to the 
nature of services performed. Ac- 


cordingly, we shall condition our ap- 
proval of the plan on the filing of an 


amendment providing that such fees 
and expenses as we may find appropri- 
ate will be paid by the applicants and 
we will reserve jurisdiction for that 
purpose. 


Conclusion 


For the reasons stated above, it is 
our conclusion that the plan as pres- 
ently filed meets the standards of the 
Act except in so far as we have indi- 
cated that certain amendments are 
necessary. If within fifteen days 
from the date of this opinion (or such 





26 As we have indicated, our approval of the 
adjustments to West Kentucky’s property ac- 
counts should not be construed as approval of 
the manner in which the accounts of New Com- 
pany will be set up on the books of that com- 
pany. We regard that as a matter to be deter- 
mined primarily by the regulatory authorities 
having jurisdiction over the rates of the com- 
panies concerned. We, therefore, express no 
opinion with respect to the accounts of New 
Company or the charges which will be made 


for coal sold to Union by the former. How- 
ever, we reserve the right to determine at a 
later date whether the actual operations of 
New Company in any way contravene the 
standards of the Holding Company Act. Our 
action at this time is also, of course, without 
prejudice to our jurisdiction to take such ac- 
tion in the future concerning New Company 
by amendment to our rules and regulations 
or by order, as we may find necessary or ap- 
propriate under § 13 of the Act or otherwise. 
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additional time as may be granted it may be approved. Accordingly, 
upon a proper showing), the plan is we shall not enter an order at this 
so modified, it is our conclusion that time. 





NEW YORK PUBLIC SERVICE COMMISSION 


Re Deer River Power Company 


Case 14374 
July 12, 1949 


P ETITION by electric companies for consent to transfer property 
and franchises; authorization granted. 


Consolidation, merger and sale, § 22 — Transfer to stronger company — Rate 
reduction. 
1. Consent should be granted for the transfer of an electric distribution 
system by a small company to a larger and stronger company, as clearly in 
the public interest, if the price is not excessive, when this would result in 
a large reduction in rates and improvement in service, p. 22. 


Consolidation, merger, and sale, § 52 — Purchase price — Original cost less de- 
preciation. 
2. A transfer of property from one utility to another at a figure materially 
in excess of its asset value, computing its property on the basis of original 
cost less depreciation, should not be permitted, p. 22. 


Accounting, § 32 — Purchase price — Excess over original cost. 
3. An electric company acquiring distribution facilities was directed to 
carry the total consideration paid in Account 106.2—Electric Plant Pur- 
chased, and thereafter to distribute such amount to appropriate balance 
sheet accounts subject to approval of the Commission before entries should 
actually be made, it being agreed by the company that if the price authorized 
should exceed original cost less accrued depreciation of property retained 
and not scrapped, the company would charge the difference to surplus, 


p. 23 


Consolidation, merger, and sale, § 52 — Purchase price — Inadequate lines — 
Character of purchasing company. 
Discussion of the purchase price of electric distribution lines which would 
have a greater value to a company which would render poor or mediocre 
service than to a company rendering a higher standard of service, where the 
proposed purchaser is likely to make speedy retirement of much of the 
property transferred in order to render better service, p. 22. 


¥ 


APPEARANCES: Sherman C. Ward, lic Service Commission; LeBoeuf & 
Acting Counsel (by Laurence J. Olm- Lamb (by Lauman Martin), New 
sted, Assistant Counsel), for the Pub- York, for Central New York Power 


80 PUR NS 20 





RE DEER RIVER POWER CO. 


Corporation and Deer River Power 
Company; Ernest N. Warren, Car- 
thage, for Deer River Power Com- 
pany. 

Eppy, Commissioner: On May 17, 
1949, there was filed a petition by the 
Deer River Power Company (herein- 
after referred to as Deer River) for 
consent to the sale by it of a specified 
portion of its franchises, works, and 
system to Central New York Power 
Corporation (hereinafter referred to 
as Central New York), in which the 
latter joins. The entire distribution 
system is to be sold, but Deer River 
is retaining all generating property and 
its transmission line with substation. 
The proposed price is $7,500. 


Historical 


The Central New York Corporation 
was organized on July 31, 1937, 


through the consolidation of a number 
of companies owned by the Niagara 
Hudson Power Corporation and is 


now controlled by that corporation. A 
consolidation of Central New York 
with the New York Power and Light 
Corporation and the Buffalo Niagara 
Electric Corporation has been ap- 
proved by this Commission, which 
matter is now before the SEC. 

The Deer River Power Company 
is an electric corporation with 250 
shares of outstanding $100 par value 
capital stock, authorized by the Com- 
mission on August 11, 1909. 

Deer River operates in the town of 
Denmark and the village of Copen- 
hagen, Lewis county, and its property 
is about 8 miles south of Carthage, 
now served by Central New York. 

Mr. M. H. Pratt, Chief Engineer 
of Central New York, stated that he 
personally inspected Deer River’s prop- 
erty and prepared Exhibit I which is 
set forth as Table 1 herein. It gives 
by accounts the estimated original 
cost, estimated depreciation and es- 
timated original cost less depreciation. 


TABLE 1 


DEER RIVER POWER COMPANY 
Field Inventory as of February 1949 
Depreciated Pricing as of December 31, 1948 


(Per Company) 


Account 
Number Distribution System 
354. Poles and Fixtures 
355. Overhead Conductors 
Line Transformers 
Services 
Meters (Including Installations) 
Street Lighting System 


*No Value for Fixtures and Supports. 


Mr. Pratt stated that the primary 
system of Deer River was perfectly 
satisfactory and that the secondaries 
and services will remain for a few 
years if his company takes over this 
property. It is planned to improve 


Original 
Cost Less 
Depreciation 


Estimated 
Depreciation 


Estimated 
Original Cost 


the Deer River property up to the 
standards of distribution service em- 
ployed by Central New York, but he 
believed that a substantial amount of 
the purchased property could continue 
in service. 
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The contract does not provide that 
Central New York will purchase the 
transmission line running from Copen- 
hagen to the Island Paper Company 
at Carthage, nor will it acquire the 
hydroelectric plant at Copenhagen. It 
intends to build a transmission line 
and substation from Carthage to 
Copenhagen. Mr. Pratt pointed out 
that this transmission line and sub- 
station would probably have to be built 
in the near future whether or not Deer 
river property was taken over. If the 
property is taken over, Central New 
York has arranged to temporarily use 
Deer River’s transmission line until 
the new transmission facilities are con- 
structed. 

The record indicates there may be 
some expenses with respect to installa- 
tion or relocation of meters but Mr. 
Martin emphasized that there was no 
proposal that any customer incur ex- 
pense incidental to the acquisition of 
Deer River property by Central New 
York. 


Present and Proposed Rates 


Mr. John T. Kimball, vice president 
of Central New York, and in general 
charge of its rate matters, stated that 
his company’s rates in the surround- 
ing territory are from 25 to 35 per cent 


lower than those of Deer River. Such 
rates will be applied to this property, 
and based on 1948 figures he estimat- 
ed a reduction of $3,480 to residential 
customers and $2,280 to commercial 
customers. This reduction of $5,760 
approximates almost 31 per cent of 
1948 gross revenues of $18,677 from 
such customers of Deer River. 

Central New York agrees to take 
over the present street lighting contract 
at the same rate as now charged by 
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Deer River. If the street lighting fa- 
cilities are improved, the company will 
make effective the standard street 
lighting contract of Central New 
York. 

Mr. Martin pointed out that the 
agreement between the two companies 
provides that Deer River will transfer 
certain of its franchises to Central New 
York. He referred to action taken by 
the town and village boards to revoke 
these franchises, but they are included 
in the proposed transfer to have as- 
surance that Deer River will not at- 
tempt to exercise them. The town 
board of the town of Denmark and the 
village board of the village of Copen- 
hagen have already granted franchises 
to Central New York to render electric 
service in these communities. These 
franchises were received as Exhibits 
2 and 3, and Mr. Martin requested 
that the Commission, if it approved the 
present acquisition, simultaneously au- 
thorize Central New York to exercise 
these franchises. 


Discussion 


[1,2] It appears then that the pro- 
posed transfer is clearly in the public 
interest unless the price being paid is 
clearly excessive. This Commission 
has for many years refused to permit 
the transfer of property from one util- 
ity to another at a figure materially in 
excess of its asset value, computing its 
property on the basis of original cost 
less accrued depreciation. The rea- 
sons for that policy have been fre- 
quently and well stated and such a 
policy is sound and should be fol- 
lowed. 

In the present case we have an ele- 
ment which must be considered and 
which makes it difficult to determine 
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with any exactness (using the original 
cost-straight-line depreciation formu- 
la) what is a correct figure at which 
the sale should be made. It is par- 
ticularly true in telephone cases where 
the property of a company which has 
become substantially defunct is taken 
over by a strong company. The poles 
and wire may have some remaining 
use to the selling company but they 
have little use in furnishing the type 
of service which the acquiring com- 
pany desires to give. 


To the same extent the situation here 
is comparable. It is clear that the 
property being purchased has a greater 
value to a company which would ren- 
der poor, or at best mediocre, service 
than it would be to a company render- 
ing a higher standard of service. In 
other words, much of the property in- 
volved here would unquestionably re- 
main in service for a considerable pe- 
riod of time were it to continue in the 
ownership of Deer River. Under the 
ownership of Central New York it 
must be anticipated that it will be more 
speedily retired and we have the situa- 
tion, therefore, where the lives of the 
property unquestionably would be 
longer in the hands of the seller than 
they would be in the hands of the pur- 
chaser, and it would therefore follow 
that the amount of accrued deprecia- 
tion, to realistically reflect the actual 
expected lives of the property, would be 
different for one company than for an- 
other. 

In this case it follows that it is ex- 
ceedingly difficult to determine with 
exactitude what is the fair purchase 
price for the property. It is probably 
something above the salvage value 
without considering the cost to remove. 
The transaction was reached at arm’s- 


length bargaining. As pointed out, 
the transfer is clearly in the interest 
of the public. Under the circumstances 
we cannot say that the price is suf- 
ficiently excessive to require us to re- 
fuse to permit the transfer. 

The large reduction in rates (ap- 
proximately 31 per cent) which will 
apply to residential and commercial 
customers is of substantial advantage 
to these customers and a matter of sub- 
stantial public interest. Although not 
so stated in the record, it is apparent 
that this large reduction is due to the 
greatly increased efficiency in the op- 
erations which a large company like 
Central New York Power is able to 
render as compared with that of Deer 
River. The failure of Deer River to 
render adequate service and comply 
with Commission regulations is a mat- 
ter of record over a long period of 
years. 


Conclusion and Recommendations 


[3] It is recommended that the Deer 
River Company be authorized to sell 
its distribution system and franchises 
in the town of Denmark and village 
of Copenhagen for a total considera- 
tion of $7,500. The Central New York 
should be directed to carry this amount 
in Account 106.2—Electric Plant 
Purchased, and thereafter it should be 
distributed to its appropriate balance 
sheet accounts subject to the approval 
of this Commission before the entries 
are actually made. If the price au- 
thorized exceeds the original cost, less 
accrued depreciation of property re- 
tained and not scrapped, the company 
has agreed that the difference will be 
charged to Surplus. 

Central New York should also be au- 
thorized to exercise the franchises 
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granted to it by the village of Copen- 
hagen and town of Denmark, and it 


should surrender any duplicate fran- 
chises. — 





DISTRICT OF COLUMBIA PUBLIC UTILITIES COMMISSION 


Re Potomac Electric Power Company 


Order No. 3529, P. U. C. No. 3491/1, Formal Case No. 386 
April 27, 1949 


PPLICATION for authority to issue and sell first mortgage 
bonds and common stock and for waiver of competitive 
bidding rule with respect to common stock sales; granted. 


Security issues, § 112 — Competitive bidding — Stock with preémptive rights. 
The Commission’s competitive bidding rule should be waived with respect 
to the proposed issue and sale of common stock when there is extreme doubt 
that any material advantage would be gained by throwing the proposed 
issue open to competitive bids, while on the other hand there is evidence 
that a proposed negotiated sale of stock not subscribed for by present stock- 
holders will be advantageous to the company, it appearing that the stock 
carries preémptive rights, that it has been on the market for only a limited 
time, and that the price at which the stock is to be issued and sold and the 
fees or commissions to be paid to the underwriters will be subject to Com- 


mission approval. 


By the CoMMISSION : 


Nature of Application 

On April 14, 1949, Potomac Elec- 
tric Power Company (hereinafter 
called the company) filed an applica- 
tion with this Commission for author- 
ity to issue and sell (a) $10,000,000 
principal amount of first mortgage 
bonds, % series due 1984; and 
(b) 592,250 shares of common stock, 
$10 par value. 

The application of the company sets 
forth that the first mortgage bonds 
will be issued as a new series under 
the company’s mortgage and deed of 
trust, dated July 1, 1936, as hereto- 
fore supplemented and amended, and 
will have the designation, terms, and 
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provisions set forth in an indenture, 
to be dated May 1, 1949, supplemental 
to said mortgage and deed of trust, 
a copy of which was submitted with 
the application. 

The interest rate, price to the com- 
pany, public offering price, and the 
prices at which the bonds may be re- 
deemed are to be determined by com- 
petitive bidding. In accordance with 
Commission Order No. 1465 (1935) 
12 PUR NS 9, the company proposes 
to invite by newspaper publication, 
sealed, written bids for the purchase 
of the bonds. 


The application filed by the compa- 
ny further states that the 592,250 
shares of common stock proposed to 
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be issued will be offered by the com- 
pany to the holders of its outstanding 
common stock, for subscription by such 
holders in accordance with their pre- 
émptive rights, at the rate of one share 
of new common stock for each five 
shares of common stock held of record. 
The company proposes to issue trans- 
erable subscription warrants to hold- 
ers of record of its presently outstand- 
ing common stock, with the provision 
that if such warrants are not exercised 
within the specified subscription period 
(approximately fourteen days after 
first mailing of warrants) they will 
expire and become void. 

The price at which the proposed ad- 
ditional shares of common stock will 
be offered to stockholders will be stated 
in an amendment to the present appli- 
cation. 

The company proposes that the num- 
ber of such 592,250 shares of common 
stock as are not purchased through 
the exercise of warrant rights within 
the subscription period be sold by the 
company to a group of underwriters, 
at the price to be stated in the above- 
mentioned amendment to the applica- 
tion. A copy of the proposed purchase 
contract is attached to the application. 

The company requests that the pro- 
visions of Commission Order No. 
1465, supra, relating to competitive 
bidding be waived with respect to the 
issue and sale of 592,250 shares of 
common stock. 


After appropriate notice, a formal 
public hearing was held on April 25, 
1949, at which time Otis & Co. made 
oral motion that it be permitted to in- 
tervene in the proceedings for the pur- 
pose of objecting to the proposal to 
sell common stock without competitive 
bidding. After objection to the re- 


quest that intervention be granted, the 
Commission took the matter under ad- 
visement and made the following rul- 
ing: “It is the unanimous decision 
of this Commission that Otis & Co. be 
granted limited intervention, with the 
right to present testimony and to cross- 
examine, but not to become a party 
to this proceeding.” 

In addition to counsel for the Com- 
mission and for the company, people’s 
counsel also participated in the pro- 
ceedings. 

Use of Proceeds 

The application states that the net 
proceeds to the company from the sale 
of the proposed bonds and additional 
shares of common stock will be added 
to the general funds of the company. 
Such general funds will, among other 
things, be used (1) to reimburse the 
company for capital expenditures pre- 
viously made, (2) to meet the ex- 
penditures during 1949 for the con- 
struction program of the company, 
and (3) to advance funds to its sub- 
sidiary, Braddock Light & Power 
Company, Incorporated, to be applied 
toward that company’s construction 
program. 


Proposed Bond Issue 
The $10,000,000 principal amount 
of first mortgage bonds, 1984 series, 
are to be issued as the sixth series 
under the mortgage and deed of trust 
dated July 1, 1936, as amended, and 
an indenture supplemental thereto to 
be dated May 1, 1949. The restric- 
tive and protective provisions to be 
contained in the supplemental inden- 
ture of May 1, 1949, will be substan- 
tially similar to those contained in 
the supplemental indenture of January 
1, 1948, which was approved by this 
Commission by Order No. 3307. 
80 PUR NS 
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Underwriting Agreement for Sale of 
Unsubscribed Common Stock 

The company filed as an exhibit to 
its application a proposed underwriting 
agreement between it and ten invest- 
ment banking houses for the sale of 
any shares of the issue of common 
stock not issued and sold under the 
exercise of warrant rights. Nine of 
the underwriters are Washington in- 
vestment bankers, and one is a New 
York firm. The local underwriters 
have agreed to subscribe to 86 per 
cent of the unsubscribed common stock, 
and the New York firm has agreed 
to subscribe to the remaining 14 per 
cent. Each of four of the Washington 
dealers have agreed to subscribe to 
14 per cent of the wunsubscribed 
shares, while the other five local deal- 
ers have agreed to subscribe to 6 per 
cent each. 

The underwriting agreement pro- 
vides that the company will pay to 
the underwriters, as compensation for 
their services, an amount to be de- 
termined between the parties, subject 
to the approval of this Commission, 
for each share of common stock to be 
sold. Each underwriter has agreed 
that the unsubscribed stock purchased 
by it will be offered for sale to the 
public. Each underwriter has further 
agreed, as an adjustment of the under- 
writing compensation, to pay to the 
company an amount equal to 50 per 
cent of the excess, if any, of the aggre- 
gate proceeds realized by each under- 
writer on sales of unsubscribed com- 
mon stock over the warrant price per 
share multiplied by the number of 
shares sold. The obligations of the 
underwriters are conditioned, among 
other things, upon the company’s hav- 
ing obtained from this Commission the 
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necessary authority to permit the issue 
and sale of the common stock. 

The underwriting agreement may be 
terminated by the underwriters, or 
any group of them who have agreed 
to purchase in the aggregate at least 
50 per cent of the unsubscribed stock, 
if, prior to commencement of the mail- 
ing by the company of its prospectus 
and warrants, political, financial, or 
economic conditions or the markets 
for securities are such that it seems, 
in the judgment of the underwriters, 
impracticable or inadvisable to make 
the contemplated offer to the compa- 
ny’s stockholders. Under the com- 
pany’s proposal, the stockholders will 
have approximately two weeks within 
which to exercise rights under the war- 
rants. 


Effect of Proposed Financing 

a. Capitalization 

Both the witness for the company 
and the witness for the Commission 
submitted exhibits showing capitaliza- 
tion and ratios on an actual basis and 
pro forma to give effect to the proposed 
new financing. Both witnesses testi- 
fied that it was necessary to make 
assumptions as to the prices to be re- 
ceived for the bonds and stock pro- 
posed to be issued. Both witnesses as- 
sumed that the bonds would be sold 
at par, but, with respect to the pro- 
posed stock issue, the company’s wit- 
ness used the par value of $10, while 
the Commission’s witness used the 
average of the market on April 21st. 
The company’s witness, by using the 
par value of the stock, arrived at a 
more adverse capitalization picture 
than did the Commission’s witness, 
but the difference is not material. It 
can be assumed that final consumma- 
tion of the proposed transactions would 
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introduced by the company’s witness is 
set forth below: 


produce capitalization ratios some- 
where between the ratios submitted 
by the two witnesses. The statement 


Actual as of 3-31-49 


% of 
Total 


First Mortgage Bonds 47.0% 
Rank Loan Notes 10.3 
Temporary Bank Loans 5,00: 4.2 


61.5% 
11,250,000 9.6 


$83,250,000 71.1% 
33,800,000 28.9 


Pro Forma 
% of 
Amount Total 
$65,000,000 48.9% 
12,000,000 9.0 
5,000,000 3.8 


$82,000,000 61.7% 
11,250,000 8.4 


$93,250,000 70.1% 
39,700,000 29.9 


Amount 





Total Debt 
Preferred Stock 


Total Debt and Preferred 
Common Stock and Surplus 








Total Capitalization 


The statement introduced by the 
Commission’s witness showed pro 
forma ratios as follows: 
Total Debt 


Preferred Stock 
Common Stock and Surplus 


8.37% 
30.67% 


From the foregoing, it is evident 


that the proposed financing will effect 
a slight improvement in the company’s 
capital structure. 


b. Earnings 

The record indicates that, giving ef- 
fect to the proposed transactions, after 
certain interest and tax adjustments, 
but without considering any poten- 
tial income to be derived from the in- 
vestment of additional capital, the in- 
come based upon operations during 
the year 1948 would provide coverage 
for interest on debt of 2.4 times. It 
would also provide sufficient income 
to cover the dividend requirements 
on the common stock to be outstand- 
ing. 
Competitive Bidding 

As already indicated, the company 
proposes that the interest rate, price 
to the company, public offering price, 
and the prices at which the bonds may 


$117,050,000 


100.0% $132,950,000 100.0% 


be redeemed, be determined by com- 
petitive bidding. 

However, the company requests that 
the provisions of Commission Order 
No. 1465, supra, relating to competi- 
tive bidding be waived with respect 
to the issue and sale of 592,250 shares 
of common stock. The company ad- 
vanced the following reasons in sup- 
port of its request: 

(1) The competitive bidding proc- 
ess is not readily adaptable to the sale 
of common stock of the company be- 
cause such stock carries preémptive 
rights and any issue thereof must first 
be offered to the holders of record. 

(2) The company’s common stock 
has been on the market only since 
December, 1947, when North Ameri- 
can Company made its first distribu- 
tion of its holdings of such stock. A 
second, and major, distribution of such 
stock took place in April, 1948; and 
North American Company disposed of 
the balance of its holdings in June, 
1948. Prices on the company’s com- 
mon stock during the year 1948 ranged 
from a high of 14 to a low of 12}. 
During the year 1949 to date, the mar- 
ket prices ranged from a high of 144 
to a low of 123. The market history 
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of this stock, in the opinion of the com- 
pany, leaves very little room within 
which to operate. Therefore, it was 
decided that the standby underwriting 
agreement would be the most practical 
method of marketing the proposed is- 
sue of additional shares of common 
stock. 

(3) The company desires that any 
shares not subscribed for by its pres- 
ent stockholders be sold in its operat- 
ing area. Since a large number of 
shares are presently owned by local 
stockholders, it was considered by the 
company to be advisable and extreme- 
ly desirable to arrange with local in- 
vestment bankers to underwrite the 
proposed issue. 

(4) The local investment bankers 
are largely responsible for the substan- 
tial increase in the ownership of the 
common stock of the company in this 
area. Further, these firms represent 
a number of stockholders who are 
owners of a substantial amount of 
the company’s common stock, and, 
through their efforts, many stockhold- 
ers will exercise their rights. As ad- 
ditional shares of common stock will 
be issued in the future to procure funds 
to pay in part the cost of the company’s 
expansion program, the company feels 
that it is absolutely necessary that it 
demonstrate to its present stockholders 
its desire to maintain good investor 
relations. The company maintains 
that under competitive bidding the sub- 
scription offer would be valueless. It 
believes that its stockholders are en- 
titled to the opportunity to subscribe 
to new shares on favorable terms. 

Otis & Co., in its testimony, agreed 
with the contention of the company 
that if the price to the shareholders 
of the common stock is set by com- 
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petitive bidding, the subscription 
rights to the shareholders would 
be practically valueless. If, however, 
the price of the common stock is set 
by the company, there could be some 
value ascribed to the subscription 
rights. Otis & Co. expressed a will- 
ingness to bid competitively on this 
basis. It follows that under such con- 
ditions the only element involved in 
the competitive bid would be the com- 
mission per share to be paid to the 
underwriters of the issue. 

The Commission has been assured 
that such fees, or commissions, will 
compare favorably with the terms of 
similar offerings by comparable compa- 
nies. It is true that this assurance is 
not in the form of a definite commit- 
ment. However, even if it be assumed 
that savings in such fees could be ac- 
complished through competitive bid- 
ding, it is evident that the amount of 
such savings would be purely nominal 
and might well be offset or exceeded 
by expenses incident to competitive 
bidding. In this connection, it should 
be emphasized that approval of the 
company’s proposal at this time is not 
final. The price at which the common 
stock is to be issued and sold, and the 
fees or commissions to be paid to the 
underwriters, are subject to approval 
by this Commission before the stock 
can be issued. The company proposes 
to submit these details to the Commis- 
sion for its approval on May 9, 1949. 


Otis & Co. was the only proponent 
of competitive bidding to appear be- 
fore this Commission. By its own tes- 
mony, Otis & Co. has not been the 
principal underwriter in any issue of 
common stock by a utility operating 
company during the year 1948, nor 
thus far in 1949; nor has Otis & Co. 
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been a member of any syndicate which 
underwrote an issue of common stock 
by a utility operating company during 
the same period. 

The record shows, through testi- 
mony introduced by Otis & Co., that 
of thirty-nine offerings of public utili- 
ty common stocks involving preémp- 
tive rights only two issues were sold 
by competive bidding. The record 
also contains testimony to the effect 
that, in the case of one competitive 
bidding transaction, relations between 
the issuing company and its investors 
were considerably impaired because of 
the fact that the rights the company 
issued to its stockholders were value- 
less. 

The underwriting agreement shows 
that nine of ten underwriters are local 
investment bankers, and they have 
agreed to subscribe to 86 per cent of 
the shares not sold by exercise of war- 


rant rights. The record clearly shows 
that, in order to dispose successfully 
of an issue of common stock of a pub- 
lic utility company in this area, any 
group undertaking the task would re- 
quire the assistance of local investment 
bankers. 


The record indicates extreme doubt 
that any material advantage would be 
gained by throwing the proposed issue 
of common stock open to competitive 
bidding. On the other hand, there 
is evidence that the proposed negotiat- 
ed sale will be advantageous to the 
company. 

In view of the foregoing, the Com- 
mission finds and concludes that it is 
in the public interest that the provi- 
sions of Commission Order No. 1465, 


supra, relating to competitive bidding 
be waived with respect to the proposed 
issue and sale of 592,250 shares of 
common stock. 


Conclusion 

There is no doubt about the compa- 
ny’s need for additional funds to fi- 
nance its construction program, as in- 
dicated by this Commission in its opin- 
ion supporting Order No. 3512. It 
appears from the record that the pro- 
posed financing will effect a slight im- 
provement in the company’s capital 
structure and that the income of the 
company is sufficient to support the 
proposed new securities. It has been 
concluded above that a waiver of the 
competitive bidding requirements of 
Order No. 1465 is justified with re- 
spect to the proposed sale of common 
stock. This conclusion, of course, is 
premised on the assumption that such 
stock will be offered at a price ac- 
ceptable to the Commission and that 
the underwriting commission to be 
paid will be reasonable in comparison 
with other similar issues by fairly com- 
parable companies. It is obvious that 
if the subscription price of the stock 
and the underwriting commission 
agreed upon is not acceptable to the 
Commission, the proposed stock issue 
will require further consideration. 
This is also true of the proposed bond 
issue. 

From the facts now available, the 
Commission is of the opinion that ap- 
proval of the proposed financing, under 
the terms and conditions set forth in 
the application as supplemented by the 
record made in this case, is in the pub- 
lic interest. 








INDIANA PUBLIC SERVICE COMMISSION 


Re Rules and Standards of Service for 
Electrical Utilities 


No. 17689 
June 9, 1949 


gc aaa of rules relating to electric meter testing; rules 


revised. 


Service, § 284 — Meter testing — Time lapse. 
Rules and standards of service for electrical utilities were revised to require 
that small alternating current meters be tested once every ninety-six months 
instead of once every seventy-two months. 


By the Commission:, On Novem- 
ber 8, 1945, the Commission approved 
its original order in this cause. This 
order approved certain rules and reg- 
ulations concerning electric utilities in 
Indiana and Rules 16 referred to pe- 
riodic testing of electric meters. Rule 
16 required that small alternating cur- 
rent meters up to 25 ampere rating 
(comprising about 90 per cent of all 
meters) be tested at least once every 
seventy-two months and set varying 
intervals for other sizes and kinds of 
electric meters. 

It has now been brought to the Com- 
mission’s attention that the engineer- 
ing department has made an investiga- 
tion of this rule and has had all the 
larger electric utilities furnish records 
of periodic meter testing for study. 
The engineering department reports 
that the study of the companies’ rec- 
ords of meter tests shows that the 
72-month periodic testing period can 
be increased to ninety-six months 
without adversely affecting any con- 
sumer and that the costs to the utilities 
for meter testing can be reduced. 
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The Commission is also advised 
that nine states have recently adopted 
the 96-month period for testing small 
capacity meters and that this period 
has also been approved by the Ameri- 
can Standards Association. 

The Commission, having madé an 
investigation, studied the report of the 
engineering department, finds that 
Rule 16 titled ‘Periodic Tests of Elec- 
tric Meters” of “Rules & Standards of 
Service for Electrical Utilities in In- 
diana” should be revised. 

It is therefore ordered by the Public 
Service Commission of Indiana, that 
Rule 16 of “Rules & Standards of 
Service for Electric Utilities in Indi- 
ana” be revised to read as follows, and 
shall become effective on and after 
July 1, 1949: 


Rule 16. Periodic Tests of Electric 
Meters 
Each watthour and demand meter 
used for metering service to a cus- 
tomer shall be tested at least as fre- 
quently as shown in the following 
schedule : 
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Schedule for Periodic Testing of Watthour Meters 


Alternating-Current Meters f 
Up to and including 12 kva at least once in 96 months 
Over 12 kva up to and including 100 kva at least once in 24 months 
Over 100 kva at least once in 12 months 


Direct-Current Meters . 
Up to and including 6 kw at least once in 42 months 
Over 6 kw up to and including 100 kw at least once in 18 months 
Over 100 kw at least once in 12 months 


Note: The kva rating of an alter- fore 1914. Such meters shall be 
nating-current, single-element meter, tested once every forty-eight months. 


or the kw rating of a direct-current pDoyand Type Meters 

meter is the product of the rated volt- Each demand meter, excepting 
age and the rated current. Inthe case thermal types, as often as the me- 
of a polyphase or a multi-element me- ter with which it is associated and 
ter the rating is the sum of such prod- as nearly practicable at the same 
ucts for each element. The rating of _ time. 

a 2-element meter when of the split- Thermal type demand meters, up to 
coil type or when associated with 3- and including 12 kva capacity, at least 
current transformers and used to Once every eight years. Over 12 kva 
measure energy in a 3-phase, 4-wire rated capacity, at least once every four 


ane ; , rs. 
Y circuit is 3 times the rating of one *"S 


element. When a meter is connected It is f “' hoe re _ & 
to instrument transformers or shunts, ae Se ras 


the nominal rating of the transformers “ Paani wel boys - ye 
or shunts shall be used in the deter- + aoe ry trey ff re a d f a 
mination of the kva rating of the gg" lemma tial 


meter. July 1, 1949, 


The foregoing schedule shall not be O’Byrne, Cannon, and Freeman 
applicable to meters manufactured be- concur. 








MICHIGAN PUBLIC SERVICE COMMISSION 


Re Menominee & Marinette Light & 
Traction Company 


D-3050-49.3 
June 24, 1949 


PPLICATION for authority to revise rules for extension of 
L \ overhead street lighting service to additional lights ; granted. 


Service, § 198 — Street lighting extensions. 
An electric utility, finding it almost impossible to add additional street lights 
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to existing installations at costs less than four times the estimated annual 
revenue, was permitted to liberalize its extension policy within established 
boundaries where it applied its standard urban rates to residential electric 
service by providing that in such areas it should extend distribution facilities 
and install the necessary equipment for additional street lights without 
charge for such facilities, while outside such boundaries street lighting facil- 
ities would be extended in conformity with the general principle that the 
utility would construct free of charge an extension, inclusive of local equip- 
ment, costing up to four times the estimated annual revenue to be received. 


By the Commission: At a session 
of the Michigan Public Service Com- 
mission held at its offices in the city 
of Lansing on the 24th day of June, 
A. D., 1949, 


Extension of Overhead Street 
Lighting Service 


_ The Menominee and Marinette 
Light and Traction Company, a Mich- 
igan and a Wisconsin corporation, 
filed application on May 4, 1949, sub- 
sequently amended on May 23, 1949, 
requesting authority to revise its rules 
covering extension of overhead street 
lighting service to additional lights. 

Applicant’s presently filed rules pro- 
vide that additional lights will be 
served ‘at any location, provided the 
revenue to be received during the first 
four years of service is not less than 
the additional investment in distribu- 
tion and special street lighting facili- 
ties. 


Applicant proposes to liberalize its 
policy as regards the extension of 
service to additional lights, within the 
established boundaries where it ap- 
plies its standard urban rates to resi- 
dential electric service. Within such 
established boundaries only, applicant 


proposes to extend its distribution 
facilities and install the necessary 
equipment for additional street lights, 
without charge for such facilities. 
Outside of such boundaries, street 
lighting facilities will be extended in 
conformity with the general principle 
that applicant will construct, free of 
charge, an extension inclusive of local 
equipment costing up to four times 
the estimated annual revenue to be 
received. 

It is alleged by applicant that in- 
creases in the cost of construction have 
been such that it finds it almost im- 
possible to add any additional street 
lights to existing installations at costs 
less than four times the estimated 
annual revenue. 

Applicant states that it has been 
reluctant to enforce the revenue pro- 
vision of its filed rule as regards ex- 
tension of service to additional lights, 
and it, therefore, proposes to liberalize 
its policy as outlined above. 

The Commission having carefully 
considered the matter before it and 
being advised in the premises finds 
that the proposed revision in appli- 
cant’s rules covering extension of 
overhead street lighting service to 
additional lights should be approved. 
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Better Light Bureau Releases 
Film on School Lighting 


66 Fpucatine In A Truer Light,” a 22-minute 
Kodachrome sound-slide film that tells 
a dramatic story of the need for better lighting 
in schools, has been released by the Better Light 
Better Sight Bureau, 

Intended for showings to parent-teachers 
associations, civic and welfare organizations, 
school boards,’ school administrators, and other 
groups, the film will be used by electric utili- 
ties, electrical leagues, and others interested in 
promotion of Planned School Lighting. 

Packed with full-color illustrations of class- 
rooms, “before and after” modern lighting in- 
stallations, and with case histories of school 
relighting projects, the film presents its theme 
in a simple, non-technical style. Emphasizing 
the importance of securing support from par- 
ents when planning schoo] modernization pro- 
grams, the film shows how, once parents are 
sufficiently informed of the facts, ways and 
means are invariably found to assist educators 
in making the neces@ary lighting improvements. 

‘Educating In A Truer Light” is available 
from the Better Light Better Sight Bureau, 
420 Lexington avenue, New York 17, N. Y., 
at $50 per set of film and record. A 6-page 
booklet, which condenses the story told in the 
film, and which is intended for distribution to 
audiences after showings, is also available at 
$5 per 100 copies. 


Sylvania Appoints Goodwillie 
Manager of Business Relations 


Grou GoopwILLiz has been named manager 
of the business relations department of 
Sylvania Electric Products Inc. and will, in 
addition, service national lighting accounts, it 
was announced recently by B. K, Wickstrum, 
general sales manager. 

Until recently manager of central station 
sales for Sylvania Electric, Mr. Goodwillie has 
been with the company since 1942 and is a 
veteran in the sales management field. 


Robins Issues New Screen 
Cloth Bulletin 


NEW bulletin, (No. 113-A) titled “Robins 

Woven Wire Screen Cloth” has just been 
issued by the Robins Conveyors Division, 
Hewitt-Robins Inc. 

Of its 16 pages, many are devoted to tables 
enabling the reader to determine at a glance 
the sizes of openings available for a given 
diameter of wire. Also included are recom- 
mendations regarding the best wire-diameter 
to select for a specific type of service—process- 


a Industrial Progress 


A digest of information on new construction by pri- 

vately managed utilities; similar information relating 

to government owned utilities ; news concerning prod- 

ucts, supplies and services offered by manufacturers; 
also notices of changes in personnel. 





ing sand, stone, coal, coke, and other granular 
materials. Description is given of Enamel- 
coated Screen Cloth, a new product which has 
greatly lengthened screen cloth life in process- 
ing coke and similar substances which have 
a combined corrosive and abrasive action diffi- 
cult to withstand with unprotected wire. 

A copy of the bulletin may be obtained with- 
out charge from Robins Conveyors Division, 
Hewitt-Robins Inc., 270 Passaic avenue, Pas- 
saic, New Jersey. 


“Facts of Light” Brochure 
Released by EEI 


H°~ electric companies throughout the coun- 
try are building net revenues in the com- 
mercial, residential, and industrial lighting 
markets through promotion of Planned Light- 
ing is described in “The Facts of Light,” a 
32-page brochure just published by the Edison 
Electric Institute. 

Featuring brief case histories of outstanding 
P/L promotional-educational programs spon- 
sored by 14 leading electric utilities, the bro- 








PERMANENT..VISIBLE..ATTRAGTIVE 


HAVE YOU A NUMBERING PROBLEM? 


CAMBRITE No. 33 tile numbers and letters 
offer a permanent answer for uniform number- 
ing systems. Ideal for numbering power lines, 
equipment, sheds, bins, and outlying stations. 
CAMBRITE numbers and letters are used today 
by many leading utility companies. 

Write for Complete Information 


THE CAMBRIDGE TILE MFG. CO. 
Cambrite Division 
CINCINNATI 15, OHIO 








Mention the FortNiGHTLY—It identifies your inquiry 
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chure outlines the reasons why these companies 
are promoting Planned Lighting ; presents facts 
and figures on the load increases, ‘added revenue 
and total installations secured, and lists the 
high-spots of the varied sales methods em- 
ployed. 

Among the essentials of successful Planned 
Lighting promotion, according to the company 
experiences described in “The Facts of Light,” 
are: 1. Thorough training, in both illumina- 
tion fundamentals and sales techniques, for 
company and allied industry personnel, 2. 
Widespread, repeated use of direct mail, cus- 
tomer booklets and other promotional aids 
supplied in the program. 3, Continued personal 
selling. 4. Educational activities in Better Light 
Better Sight principles, and 5. Effective use of 
exhibits, demonstrations and model installa- 
tions. 

Planned Lighting, the brochure stresses, is 
the industry’s “best revenue producer for today 
and for the next five years... We must go 
full steam ahead on sales promotion today for 
sales and revenue tomorrow.” 

Other pages in “The Facts of Light” illus- 
trate and describe the promotional-educational 
aids provided in the Planned Lighting Pro- 
gram by the Edison Electric Institute and 
Better Light Better Sight Bureau, joint spon- 
sors of the program. 

“The Facts of Light” is now being dis- 
tributed to the industry. Additional copies are 
available to electric company executives from 
the commercial director, Edison Electric Insti- 
tute, 420 Lexington avenue, New York 17. 


Paulsen-Webber Opens Cord and 
Twine Department in Baltimore 


OLLOWING a decision to extend its activities 

into the field of cord and twine, the Paulsen- 
Webber Cordage Corporation announced re- 
cently that its first special department for this 
activity has been opened at its Baltimore 
branch. 

Edwin Mark Williams, a former partner in 
the Anderson-Williams Company and for five 
years previously district manager in the Bal- 
timore area for the Hoffman Roberts Cordage 
Corporation has joined Paulsen- Webber to take 
charge of the new line. 


Elgin Issues New Water 
Conditioning Bulletin 


TWENTY-PAGE bulletin No. 610 entitled 
“Elgin Water Conditioning” has been is- 
sued by Elgin Softener Corporation, Elgin, 
Illinois. This illustrated bulletin gives the water 
conditioning story—tells where it may be used 
profitably and why. 

Complete up-to-date information on the de- 
sign and application of water conditioning 
equipment covers zeolite water softeners, water 
treating chemicals, water conditioning systems 
for boilers and processing, water softener 
modernization, zeolites, water filters, taste and 
odor removers and aerators, An improved 
water softener which delivers up to 44 per 
cent more soft water per regeneration and 
which eliminates the loss of zeolite mineral is 
described in detail. 


OCT. 13, 1949 


New Unit-Combination Arrester 
And Cutout Announced 


NEW unit-combination arrester and cutout, 
representing a 20 per cent saving over 
single item purchases of the components, has 
been announced by General Electric Company. 
The new unit combineS the basic design 
features of the 9 kv hi-stroke arrester and the 
7.8 kv, 50-ampere flip-open cutout and pro- 
vides low-cost protection of conventional dis- 
tribution transformers on rural lines rated 
7200/12470 and 7620/13200-volts grounded Y. 
Advantages of the Hi-stroke arrester in- 
clude: low spark-over voltage, high discharge 
current capacity, exclusive built-in reserve of 
gas- -evolving material to compensate for ero- 
sion. 
For further information write apparatus de- 
partment, General Electric Company, Schenec- 
tady 5, New York. 





STATEMENT OF THE OWNERSHIP, MANAGE- 
MENT, AND Ce A REQUIRED BY THE 
ACT OF CONGRESS OF AUGUST 24, 1912, AS 

AMENDED BY THE ACTS oF MARCH 3, 1933, AND 

JULY 2, 1946 (39 U. S. C. 233) of Public Utilities 

Fortnightly published fortnightly at Baltimore, 

Maryland for October, 9. 

1. The names and addresses of the publisher, editor, 

managing editor, and business managers are: 


Publisher: Public Utilities Reports, Inc., - S 


ton, Cc. 
Editor: “Henry Cc. Sperz, Washington, 
Meneging editor: Francis X. Welch, Washington, 


Business manager: A. S. Hills, Washington, D. C. 
2. The owner is: (If owned by a corporation, its 
name and address must be stated and also immedi- 
atel ly thereunder the names and addresses of stock- 
holders owning or holding 1 per cent or more of total 
amount of stock. If not owned by a corporation, the 
names and addresses of the individual owners must 
be given. If owned by a partnership or other unin- 
corporated firm, its name and address, as well as 
those of each individual member, must be given.) 
Public Utilities Reports, Inc., Washin on, D. G3 
Orlando B. Willcox, New York, N. Owen D. 
Young, New York, N. Y.; William J. Hagenah, Glen- 
coe, Ill.; Samuel Ferguson, Hartford, Conn.; George 
H. Blake, Newark, N. J.; George F. Mitchell, Chicago, 
Ill.; Stuart M. Crocker, "New ork, N. Y. 

3. The known bondholders, mortgagees, and other 
security holders owning or holding 1 per cent or more 
of total amount of bonds, mortgages, or other se- 
curities are: None. 
4. The two paragraphs next above, giving the names 
of the owners, stockholders, and security holders, if 
any, contain not only the list of stockholders and 
security holders as they appear upon the ks of 
the company but also, in cases where the stockhold- 
er or security holder appears upon the books of the 
company as trustee or in any other fiduciary relation, 
the name of the person or corporation for whom — 
trustee is acting, is given; also that the said two 
aragraphs contain statements embracing affiant’s full 
nowledge and belief as to the circumstances and 
conditions under which oy and security 
holders who do not appear the books of the 
company as trustees, hold stoke “and securities in a 
capacity other than that of a bona fide owner; and 
this ant has no reason to believe that an other 
—. association, or corporation has any interest 
irect or indirect in the said stock, bonds, or other 
securities than as so stated by him. 
PUBLIC pips REPORTS, INC. 
. S. Hills, Business Manager 
Sworn to and ENS. before me this 28th day of 
September, 1949. 
Josephine A. Olker 
otary Public 


(My commission expires September 1, 1953) 
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for every well-informed 
Publie Utility Executive 





Published quarterly, this profes- 
sional journal concerns itself 
with the important financial 
problems confronting our major 
industries. Your organization 
should have it available 
for ready reference 


Subscription Price — $4 per Year 


Published by 
The NEW YORK SOCIETY OF SECURITY ANALYSTS, Inc. 
25 Broad Street, New York 4, N. Y. 
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BATTERIES 


Exide-Manchex positive 
plate showing unique 
lead button construction. 





The new EXIDE-MANCHEX Battery 


For dependability and economy in 


SWITCHGEAR SERVICE 


You can always count on Exide-Manchex Batteries for depend- 
able, day-in, day-out performance in switchgear operations. 
They provide improved electrical characteristics, deliver 
increased power (watt) output per unit of space, and assure 
long battery life with low cost maintenance. 


The many fine qualities of Exide-Manchex Batteries are due 
chiefly to the manchester positive plate with its unique lead 
button construction. The buttons, rolled strips of corrugated 
lead, are pressed into holes of the lead antimony grid. Forming 
action expands the buttons and locks them securely in place. 
Only a comparatively small portion of the total lead in the 
buttons is formeu initially into active material; the remainder 
is available for gradual conversion in service. 

Use the new Exide-Manchex Battery for switchgear service, 
stand-by power and other stationary battery applications. It 
provides up to 100% more capacity in the same given space. 


1888 ... DEPENDABLE BATTERIES FOR 61 YEARS... 1949 


“Exide” Reg. Trade-mark U. S. Pat. Of. 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 32 
Exide Batteries of Canada, Limited, Toronto 
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How many are having increases? 


T’S mighty important to know how many 
of your consumers’ bills are showing 


marked increases... 


.. and you want to know how many in each 
classification are showing decreases. 


To help you classify such information, we have 
developed the Bill Frequency Analyzer. With 
it, we can analyze your bills in % the usual 
time ... and at approximately 4 the cost of 
having the work done in your offices by your 


own personnel. 


This specially designed electro-mechanical 
equipment is capable of analyzing as many as 
200,000 bills each day. The cost to you is 
but a tiny fraction of a cent per item. 


Would you like this? 


A free booklet, “The One Step Method of Bill 
Analysis,” tells more about this accurate and 
economical method of compiling consumers’ 
usage data. Send for it now. 











This Bill Frequency Analyzer—developed especially 
for utility usage data—automatically classifies and 
adds in 300 registers in one step. 


RECORDING AND STATISTICAL CORPORATION 


100 Sixth Avenue 


New York 13, N. Y. 
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Management- Stockholder Relations 


The setting up and prosecution of a proxy solicita- 
tion is a highly specialized segment in the field of man- 
agement-stockholder relations. 


We work exclusively in this field and employ a 
specially trained staff which covers virtually all of the 
United States and the important sections of Canada. 


Our organization has been thoroughly tested for 
competence, capacity and integrity by many leading cor- 


porations in assignments which include the largest ever 


undertaken in the field of professional proxy solicitation. 


Our record of performance for the utility industry 
is outstanding. We invite your inquiry for additional 
information. 








National or Sectional Coverage 


* ° 


DUDLEY F. KING 


Associates: JOHN H.C. TEMPLETON * CHARLESA.NICHOLLS «+ PHILIP H. CARPENTER 


70 PINE STREET, NEW YORK &, NEW YORK 
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MERCOID 


AUTOMATIC CONTROLS 
FOR INDUSTRIAL APPLICATIONS 
REQUIRING POSITIVE CONTROL 
OF PRESSURE, TEMPERATURE, 
iB LIQUID LEVEL ETC. i 


% SIMPLE TO ADJUST FORTHE ®& 


y SPECIFIED OPERATING RANGE % 


MERCOID CONTROLS ARE EQUIPPED 
WITH MERCURY SWITCHES, THEREBY 
INSURING GREATER SAFETY, BETTER 
PERFORMANCE AND LONGER CONTROL LIFE 


4 WRITE FOR CATALOG GOO, > 


THE MERCOID CORPORATION 
4201 BELMONT AVE. CHICAGO 41, ILL 


OR ORONO ROMO OOM ORe One ROnCh ONO MOnOnO NON OnOnen® 
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92 baer 


more DIGGER 


The A SMALL FAST STURDY TRENCHER 
ASSURING REAL ECONOMY FOR UTILITY WORK 


The Model “92” although small and compact has the stamina to deliver the ultimate in 
production in all kinds of soil. Because of exceptional speed and maneuverability on the 
job and truck speed mobility between jobs you'll find the "92" the most versatile machine 
you ever used. The “92” cuts any length trench to full 5 foot depth and a width of 10 
to 20 inches and will dig a 10” trench within 22” of a side wall. Specially designed 
smooth-surfaced crawlers assure sure-footed traction and minimize damage. 















Teamed with the 
MODEL T-5 TRAILER 
the MODEL “92” 
traveling at truck 
speed increases on- 
the-job working time 


® Soman 


THE CLEVELAND TRENCHER CO. 





20100 ST. CLAIR AVENUE e¢ CLEVELAND 17, OHIO 
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GMC TRUCK & COACH DIVISION 


% spear rye 


GMC grilles are as durable as distinctive .. . 


© on 300-900 models, frame-mounted, with top ‘ 


and sides of heavy, spring steel bumper stock. 





BACK OF THESE ‘BUMPER-BAR' GRILLES... 


Best Engines in the Business 


The increasing popularity and acceptance 
of GMC trucks are reflected in current 
registration figures which show GMC mak- 
ing substantial gains in new truck sales. 
In fact, new GMC truck registrations are 
the highest in the Company’s history ac- 
cording to latest available figures. 


Much of this increase in registrations can 
be attributed to the famous GMC truck- 
built engine line . . . because everyone who 


does hauling work recognizes the engine 
as the ‘“‘heart’’ of any motor truck. 


GMC now offers an engine range to fit 
every vocational requirement. Each en- 
gine, gasoline or Diesel, is the most power- 
ful in its class with the most advanced 
features of design and construction ever 
offered by GMC. From every angle GMC 
truck engines are the ‘‘best in the busi- 
ness’’. . . and the best for your business. 





GMC gasoline engines range from 
228 to 503 cu. in. displacement and 
from 95 to 190 horsepower. From 
the smallest to the largest, all are 
GMC-built ... all of war-renowned 
“Army Workhorse” design. 





TRUCES 


GMC Diese! trucks are powered by 
famous GM 2-cycle four and six 
cylinder Diesel engines that are 
outstanding for light weight and 
great economy. The four develops 
133 horsepower; the six, 200. 


GENERAL MOTORS CORPORATION 
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This is strictly 
your problem ... but this needn’t be! 


@ You wouldn’t call on a bank to engineer a new power sys- 
tem. But if you have a new fiscal program to “engineer” — or any 
financial problem to solve—that’s a different story. 


One entire department of the Irving Trust Company, for in- 
stance, specializes exclusively in public utilities. Here you can 
discuss your business with understanding men who combine 
financial “know-how” with an intimate working knowledge of 
the industry itself. 


If you would like to know more about our Public Utility 
Department, why not give us the opportunity to tell you? 


Tom P. WaLtKErR—Vice President in charge 
IRVING GRusT 


ONE WALL STREET NEW YORK 15, N.Y. 
Capital Funds over $117,000,000 Total Resources over $1,100,000,000 


WitiiaM N. Enstrom, Chairman of the Board 
Ricwarp H. West, President 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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PROFESSIONAL DIRECTORY 


© This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, financing, design, and construction. » 








Tae American Appraisat Company 
ORIGINAL COST STUDIES « VALUATIONS e REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 


aad other principal cities 











DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


PACKARD BUILDING 








ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing — Inspections — Research — Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 











FF Forw, Bacon & Davis 
BaD), ALUATIONS Engineer: CONSTRUCTION 


NEW YORK @ PHILADELPHIA @ CHICAGO e LOS ANGELES 














GILBERT ASSOCIATES, Inc. 








ENGINEERS POWER ENGINEERING SINCE 1906 SPECIALISTS 
Steam, Electric, Gas , Purchasing and Expediting 
Hydraulic, Sanitation Serving Utilities and Industrials Rates, Research, Reports 
Designs and Construction e e Personnel Relations 
Inspections and Surveys Reading New York Houston Original Cost Accounting 
Feed Water Treatment Philadelphia © Washington Accident Prevention 
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PROFESSIONAL DIRECTORY (continued) 








FREDERIC R. HARRIS, INC. 
FREDERIC R. HARRIS ENGINEERING CORPORATION 


FREDERIC R. HARRIS FREDERICK H. DECHANT 
ENGINEERS 
Reports Designs Management 
NEW YORK 
Atlanta Knoxville Philadelphia San Francisco 








— HENKELS & McCOY —— 











Electric & Telephone Line Construction Company 
TRANSMISSION DISTRIBUTION CONTRACTORS RIGHT OF Wars 
OVERHEAD UNDERGROUND OHEMIOAL CONTROL 
CONSTRUCTION MAINTBNANOB PHILADELPHIA TREB TRIMMING 
BALL FIBLD LIGHTING Wilmington, Del. « Portland, Me. * Altoona, Pa. GAS AND OTL LINES 
NOW WORKING IN FOURTEEN STATES 
































HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 
1384 HOLLY AVENUE ’ COLUMBUS, OHIO 











Toe Kal ran loypovalion 
a ee EE eo oN 


ENGINEERS , CONSTRUCTORS 








WILLIAM 8S. LEFFLER 
Engineers Associated 
Management Consultants 


Cost Analyses for Rate Revisions Regulatory and Municipal Problems 
Rate and Sales Research for Increased Operating Income 
NOROTON CONNECTICUT 








LOEB AND EAMES 


Public Utility Engineers and Operators 
Ice and Refrigeration 


Valuations, investigation reports, design and supervision of construction 


57 WILLIAM STREET NEW YORK 


(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 





N. A. LOUGEE & COMPANY 


(SUCCESSORS TO J. H. MANNING & COMPANY) 


REPORTS — APPRAISALS — DEPRECIATION STUDIES 
RATE CASES — BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 

















CHAS. T. MAIN, INC. 


Power Surveys—Investigations—V aluations—Re ports 
Steam, Hydro Electric and Diesel Plants 
Boston 10, Mass. “== Washington, D. C. 


Pioneer Service & Engineering Co. 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


CHICAGO 4, ILLINOIS 








CONSULTING, DESIGNING AND 


OPERATING ENGINEERS 
PURCHASING 








231 SOUTH LA SALLE STREET. 


Mm Complete Services for GAS and ELECTRIC Utilities 
ee coat ane ce STA Asien 


PIPING 





Complete Plants Addition or Installations 
> profitable operation ENGINEERS #¢ CONSTRUCTORS © MANUFACTURERS 


detail geared to more 


r detoaiis 


SANDERSON & PORTER Sep 














ENGINEERS 
AND 
CONSTRUCTORS 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, Ill. 








The J. G. WHITE ENGINEERING CORPORATION 
Design—Construction—Reports——Appraisals 


Consulting Engineering 


NEW YORK 4, N. Y. 





80 BROAD STREET 
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PROFESSIONAL DIRECTORY (concluded) 





ALBRIGHT & FRIEL, INC. 
FRANCIS S. FRIEL 
Consulting Engineers 
. Sewage and Industrial Waste Problems 
airnelds, Refuse incinerators, industrial Buildings 
City Planning, Reports, Valuations, Laboratory 


121 SOUTH BROAD STREET PHILADELPHIA 7 


LUCAS & LUICK 


ENGINEERS 
DESIGN (CONSTRUCTION SUPERVISION 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSa.ze St., Cxicaco 











BLACK & VEATCH 
CONSULTING ENGINEERS 
Appraisals, 
ports, design and su 
struction of Public 


4706 BROADWAY 


investigations and re- 
ervision of con- 
tility Properties 


KANSAS CITY, MO. 








A. S. SCHULMAN ELEctTric Co. 
Contractors 
TRANSMISSION LINES—UNDERGROUND DiIstTRI- 
BUTION — Power STATION — INDUSTRIAL — 
COMMERCIAL INSTALLATIONS 


537 SoutH DEARBORN ST. CHICAGO 











EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports and 
Original Cost Studies. 


910 Electric Building Indianapolis, Ind. 


SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 








W. C. GILMAN & COMPANY 
Consulting Engineers 


Load and Capacity Studies — Rate Cases 
Financial Planning 
Investigations — Reports — Supervision 
55 Liberty Street New York 5 


UNITED STATES TESTING COMPANY, INC. 
HOBOKEN, NEW JERSEY 


Analyses - Testing - Inspection - Research 
A Complete Service 


Chicago - Los Angeles - New York 
Philadelphia - Woonsocket 


Boston - 








JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 





DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS—EXAMINATIONS—APPRAISALS 
MACHINE DESIGN—TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 


WESTCOTT & MAPES 


Incorporated 
ARCHITECTS ENGINEERS 
VALUATIONS — STUDIES — REPORTS — 
DESIGN — SUPERVISION 


UTILITIES — INDUSTRIAL PLANTS 
INSTITUTIONS — SCHOOLS — PUBLIC WORKS 


NEW HAVEN CONNECTICUT 











JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 


Aguectente - Investigations - Reports 

in —— with 
rate inquiries, epreciation, fixed capital 
reclassification, m mal cost, security issues. 








Representation in this Professional Directory 
may be obtained at very reasonable rates. 
Kindly address inquiries to: 


ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
309 Munsey Building 
Washington 4, D. C. 











Mention the FortniGHTLY—It identifies your inquiry 











36 Public Utilities Fortnightly 


October 13, 1949 





INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready port 
ence. Their products and services cover a wide range of utility needs. 


A 
Albright & Friel, Inc., Engineers ............+- 35 
American Appraisal Company, The ...........- 32 
B 
*Babcock & Wilcox Company, — eccscccccces 


Barber Gas Burner an The...Inside Front Cover 
*Barber-Greene Com: 


eee eee eee eee eee eee ee) 





Psa a ae Coal last tute © eee dgvescceccocoocos 
Black & Veatch, g Engi BD cesccesces 35 
c 
Cambridge Tile Mfg. Co., The .........sese00- 3] 





Carter, Earl L., Comectting Engineer 
Cleveland Trencher Co., The .. es 
Cochrane Sergeceiien COC SS SO CESSECOCESEECCeeS iB) 
*Combustion Engineering—Superheater, 











D 
Day & Zimmermann, Inc., ae eevecccccce 32 
Delta-Star Electric Company ............50s0005 
Dodge Division of Chrysler’ GOP. cccccccccccces 16 
E 
Ebasco Services, Incorporated ................ 23 
Electric St e Battery Company, The ........ 25 
Electrical Tes fing Labesatertes, Te oc deceeees 32 
F 
Ford, Bacon & Duvis, Inc., Engineers ........... 32 
*Formica WG. UD ciccvccecescescevesesce 
G 
General Electric Company 
Georgeson & Company ....... 
GMC Truck and Coach Division 
Gilbert Associates, inc. BRGINSOTS ccc ccccscces 32 
Gilman, W. C., & Company, Engi B acencess 35 
Grinnell Company, BEB. ccccccccesccccecceccece 4 
H 
Harris, Frederic R., Inc., Engineers ........... 33 
Henkels & McCoy, ‘Contract BOTS cccccccccccccecs 33 
Hoosier -Engineering Company ..........+++-+- 33 
I 
*International Business Machines Corporation . 
international Harvester Company, Inc. ......... 20 
Irving Trust Company .........scccesesccecees 31 


Professional Directory 


*Fortnightly advertisers not in this issue. 





J 

Jackson & Moreland, Engineers ............... 35 

Jensen, Bowen & Farrell, Engineers ............ 35 
K 

King, Dudley B. ....ccccccccccccccccccccccces 27 

*Kinnear Meautnctering Com mye The cccccece 

Kuljian Corporation, The, Engineers ............ 33 
L 

Leece-Neville Company TRO cccccecccccesscoce 13 

Lefer, William S., Engineers ...........eeeeee5 33 

Loeb and " Engineers 919 5060000 00:686060000 33 

Lougee, N. A COMPGRY occccccccccccccccoce 34 

Lucas & Luick, GRGUROSTS cccccccccccccccccccccs 35 
M 

Main, Chas. T., Inc., Engineers ...........-+.- 34 

Mercoid Corporation, The .........sseeeeeeeee 28 
N 

New York Soc of Security Analysts, Inc. ... 24 

Newport News Shipbuilding & Dry Dock Co. .... 17 
P 

Penn-Union Electric Corporation ..........+++++ 13 

Permanente Metals Corporation .............+++ 15 

Pioneer serene & . Company ........ 34 

Pritchard, J. F., & Company ...........-:eeee> 34 
R 

Recording & Statistical Corp. .........eeeeeees 26 

Remington Rand Inc. .......-.-e cece ceeceeeee 9 

R on, H. H., Company ceeceeseecesesosses 18 
s 

Sanderson & Porter, pr eeccoeseoce eeece 34 

Sargent & Lundy, A ay seevccveovece -. 34 

Schulman, A. S., Electric Ce Co., Contractors . 35 

Sloan, Cook & Lowe, Consulting =e 35 

Southern Coal Company, Inc....... Inside Back Cover 

Sunbury Wire Rope . Company .........eee0s 5 
U 

United States Rubber Company ............+++++ 19 

United States Testing Co., Inc. .......ceeeeeees 35 
w 

wWostect? . iy eaecsecegoeegesvecese 35 

White, J. » Eagincering Corporation, The ..... 34 

PTT TITIT TTT TTT TTT 32-35 











9 Dependable Industrial Coals 


@ These two trade-marked coals are being for 
shipped to more and more industrial plants as 


they continue to prove their value as low-cost 
steam producers. 


One of Southern’s experienced fuel engineers 


will be glad to tell you how GRAHAM or 
BROWDER coal is quickly amortizing / 
















new plant investments in numerous lo- 

cations. A positive way to find out COSTS 
about the money-saving charac- 
teristics of these coals is to xs 
test the one our engi- 


neers recommend 
in your plant. 

















e > Specifically prepared for industrial or util- 
ity use GRAHAM Coal and BROWDER 
Coal deliver exceptional efficiency and 
daily economy. Produced in West- 
ern Kentucky by the most modern 
methods known to the indus- 
try... and ready to serve 

you every produc- 










® SPECIALIZED SERVICE 
from our staff of 
fuel engineers is available 
always. They can provide you 
with a technical service on industrial 
coals backed by 53 years experience in the 


coal business. On request, one will welcome Write or Telephone 
the opportunity to counsel with you. Our Nearest Office 


Sent Col. Copa le 


General Office: 333 North Michigan Avenue, i i. 
Offices in: ATLANTA, BIRMINGHAM, CHARLOTTE, CHICAGO, KNOXVILLE 
LOUISVILLE, MEMPHIS, NASHVILLE, ST. LOUIS 






4 CO M iP A “) 
\ Sinclair Coal Company, Kansas City 6, Mo.—Western Representative 
Boon-Strachan Coal Company, Ltd., Montreal—Canadian Representative (43-88) 








Hou eeatliie can wv Substation be 7 


Maybe you've hesitated to take advantage of the many benefits of locating 
your substations close to the load because you were afraid of the reaction of 
placing substations in residential districts. 

Other utilities felt the same way too, until they investigated the advantages 
of General Electric unit substations outlined by our engineers. 

They were told that substations literally can be “dropped” in anywhere on 
the system to take care of present and future load demands. 

And with a little incidental landscaping. the substations became an incon- 
spicuous part of the community. 

We'd like to show you more examples of how other utilities integrated G-E 
unit substations into their planning. We'd also like to tell you about the many 
advantages such as lower costs and increased reliability —of G-E load center 
power distribution. Give us a call at the office. or write for brochure GEA- 
5155 that shows how other utilities took advantage of G-E engineering and 
service. Apparatus Department, General Electric Co., Schenectady 5, N. Y. 





GENERAL ($6) ELECTRIC. 


